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“DECORATING FOR CHRISTMAS,” by Douglass Crockwell, Number 37 in the series “Home Life in America.” 


Pe belongs...enjoy it 


In this home-loving land of ours . . . in this America of kindli- 
ness, of friendship, of good-humored tolerance . . . perhaps no 
beverages are more “at home” on more occasions than good 
American beer and ale. 

For beer and ale are the kinds of beverages Americans like. 
They belong—to pleasant living, to good fellowship, to sensible 
moderation. And our right to enjoy them, this too belongs—to 


our own American heritage of personal freedom. 


AMERICA’S BEVERAGE OF MODERATION 
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Navy sponsors most powerful propeller-type engine 
ever cleared for flight! 


Anew American aircraft engine — the most advanced type in the world — is 
now revealed by the U.S. Navy. It’s the new Allison XT40 turbo-prop which 
‘develops more horsepower per pound of weight, with good fuel economy, 
than any propeller-type engine ever built by any nation. The engine currently 
‘is rated at 5500 horsepower. 


The new Allison turbo-prop will enable any propeller-driven aircraft —for the 
military services or commercial airlines — to fly faster and carry increased 
pay loads over longer distances at higher altitudes. 





This outstanding performance is accomplished through the engine’s high power, 
small size and light weight. Yet, fuel economy comparable to the best 
present-day commercial engines is retained. 


Horsepower-to-weight ratio, including extension shafting and 
reduction gear, is double that of our best present-day 
reciprocating engines —actually more than two horsepower 
per pound of engine weight. 


The new Allison XT40, consisting of two super-powered gas 
turbines, achieves these important results through high- 
compression ratio and the flexibility of the twin power plant. 


By outperforming reciprocating engines now in use, this new furbo- ALLISON XT40 

prop engine becomes a highly valuable stablemate for the turbo-jet TURBO-PROP 

engines which power today’s very high speed military airplanes. Both ' 

these turbine-type engines use the same low-grade, readily a apts — 
‘ as ror Se ° of this engine, developing 

available fuel; they do not need high-octane aviation gasoline. S000 dente aaa 


The ease and flexibility of installation of this type engine are mplayer Rae 


» demonstrated by its first application in the Navy XP5Y 


Convair flying boat. Designers can utilize this compact, 

more powerful engine in all types of aircraft — both , 4 
military and commercial — to gain improved range 

and performance. 


Once more Allison, a world leader in aircraft DIVISION OF 


engine development and production, has made an 
outstanding contribution to help keep America 
first in the air. 
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Builder of the famous J33 and J35 turbo-jet aircraft engines 











News within the News 





BRITAIN’S BATTLE FOR SURVIVAL—The man who knows most about Britain’s eco- 
nomic problems, Chancellor of the Exchequer Sir Stafford Cripps, tells how 
soon he thinks American aid should end, what is ahead for Britain and what 
socialism offers, in his viewpoint, to Britain and the U. S...............c...eee iP e32 


WHY TAXES WILL NOT GO UP...... PST 
For 1950, you can count on no income 
tax increase. Congress believes the load 
on the taxpayer is high enough. Federal, 
State and local taxes take $1 out of every 
$4 of national income. Here are the facts 
that will be brought forward if the Presi- 
dent approaches Congress next month 
with a request for a tax rise. 


CHRISTMAS-SHOPPING TREND.....P. 13 
Santa Claus will have a heavy pack this 
year: Television sets, household gadgets, 
automobiles, furniture and many other 
good things. But the total dollar value of 
his pack will not be equal to last year’s. 
That’s the indication in a survey by edi- 
tors of U. S. News & World Report. 


EISENHOWER: KEY TO ‘52.......... me f 
Political strategists are looking for a way 
to unite Republicans and Southern States’ 
Righters in 1952. Much backstage ma- 
neuvering is in process. From this ma- 
neuvering is emerging a plan that in- 
volves General Dwight D. Eisenhower— 
a Southerner, a war hero, a man without 
strong political ties—as a possible presi- 
dential candidate on a coalition ticket. 


HEART TROUBLES’ IMPACT.......... P19 
Heart diseases are more important than 
ever now. People live longer. Other dis- 
eases are being brought under better con- 
trol. This article tells the statistics of 
heart disease and the problem that faces 
doctors in an aging population. 


BRITISH BOOM IN HONG KONG..P. 22 
A sword of Damocles hangs over the 
heads of the British in Hong Kong, but 
in the meantime they are living well. 
Trade booms. Night clubs are full. Luxu- 
ries abound. But there is uneasiness 


aplenty. Most residents of the British 
Crown Colony believe the Chinese Com- 
munists eventually will close in on the 
British—take over Hong Kong. 


ARGENTINA: U. S. FIRMS OUT?....P. 24 
Risks of doing business in Argentina are 
rising. Some of the biggest plants be- 
longing to U.S. owners are shut down 
and a feeling of insecurity is growing. 
Reasons given here show why American 
businessmen are wondering whether it is 
possible to continue operating under the 
rules set up by the Peron regime. 


RUSSIAN TRICK BACKFIRES.......... P. 26 
The battle for manganese—one phase of 
the “cold war”’—has been lost by Russia. 
The U.S. won. That is definite now, after 
several years of the jitters. Russia moved 
first in the war, cutting down exports to 
the U.S. of manganese, needed in mak- 
ing steel. Told here is the dramatic story 
of the development of new sources of the 
metal for U.S. 
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PROGRESS IN THE FIGHT AGAINST 


TUBERCULOSIS 


hype OUTLOOK for controlling tuber- 
culosis grows brighter each year. 
In fact the death rate from this 
disease has declined more than 80 
per cent since 1900 and more than 
one third from 1940 through 1948. 


Authorities emphasize, however, 
that continued improvement in the 
mortality from tuberculosis depends 
upon finding every case, treating it 
promptly, and preventing the spread 
of infection to others. They also hope 
that further technological develop- 
ments will prove valuable in the 
treatment of this disease. 





Efforts toward 
early discovery 


New tuberculosis cases are being 
discovered in greater numbers than 
heretofore as a result of modern 
diagnostic techniques. In fact, dur- 
ing the past 8 years, the number of 


COPYRIGHT 1949—-METROPOLITAN LIFE INSURANCE COMPANY 


Metropolitan Life 
Insurance Company 
(A MUTUAL COMPANY) 


1 Mapison Avenve, New York 10, N. Y. 





new cases actually reported increased 
by nearly one third. This reflects the 
progress that physicians, health au- 
thorities, and others are making in 
their efforts to discover tuberculosis 
early. For example, some ten million 
people in our country are now being 
X-rayed each year to help protect 
themselves and their families. 





In addition to X-rays, other diag- 
nostic aids such as tuberculin tests 
and fluoroscopic examinations make 
it possible to discover tuberculosis in 
its early stages and commence treat- 
ment before it spreads. 


Old and New Weapons 
help in the fight 


Rest in bed, preferably in a sana- 
torium or tuberculosis hospital, is 
still considered to be an important 
method of treatment. The use of 
surgery in some tuberculosis cases 
has proved to be beneficial; in fact, 








there are now several operations 
which may, under proper conditions, 
help give diseased lung areas extra 
rest. 





There is evidence that the next 
great advance against tuberculosis 
may come through treatment with 
new drugs. One type has already 
been used successfully in some forms 
of the disease. Other promising drugs 
are being tested in the laboratory. 

Experiments with a vaccine offer 
the hope that its use will help certain 
individuals to build resistance 
against this disease. 





If tuberculosis is discovered early, 
and treated promptly and properly, 
there is an excellent chance that it 
can be controlled. In this event the 
patient who carefully follows his 
doctor’s advice and adjusts his living 
habits accordingly can generally re- 
turn to a nearly normal life. 


TO EMPLOYERS: Your employees will bene- 
fit from understanding these important facts 
about tuberculosis. Metropolitan will gladly 
send you enlarged copies of this advertise- 
ment—suitable for use on your bulletin boards. 
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1. One old wives’ tale that bobs up peri- 
odically is the story that American oil 
companies protect the sale of their estab- 
lished products by keeping new develop- 
ments off the market. An example of 
how far this fairy tale misses the truth 
is the case of Union Oil’s remarkable 
purple motor oil. 








2. Shortly after the war, we introduced 
our new post-war motor oil, Triton. By 
all standards, Triton was unexcelled. In 
fact, it was so good we told people they 
could safely drive it 6 months between 
drains if they chose. Consequently, we 
thought our oil program was set for sev- 
eral years. But 12 months later our re- 
search engineers came up with a purple 
motor oil for passenger cars which they 
said was even better. 





3. Just to prove their claims, they sealed 
it in the crankcases of four new automo- 
biles and drove them continuously up and 
down the Pacific Coast for 30,000 miles! 
At the end of the test they opened up the 
motors and showed us the results: The 
engine parts were as good as new and the 
oil—by every analysis— showed no more 
deterioration than ordinary motor oils 
exhibit after 1,000 miles. 





4. That posed a question. Should we hold 
this new purple oil off the market for a 
few years and protect Triton, or put it on 
sale immediately? The answer was that 
we had no choice. For we were in compe- 
tition. If we didn’t put this purple oil on 
the market as soon as possible, some of 
our competitors might develop a compa- 
rable product and beat us to the punch. 


5. As a result we introduced our purple 
oil to the motorists of the Pacific Coast 
under the brand name of Royal Triton. 
Royal Triton was not only an overnight 
success with our own Western customers; 
visitors from the East even took it home 
with them and continued buying it by 
mail. Consequently, we’ve had to expand 
our manufacturing facilities and lay plans 
for marketing it throughout the country. 


Moral: Next time anyone tells you oil 
companies hold improved products off 
the market, please tell him to see us. 


UNION OIL COMPANY 


OF CALIFORNIA 
INCORPORATED IN CALIFORNIA, OCTOBER 17, 1890 
This series, sponsored by the people of Union Oil Company, is dedicated toa 
discussion of how and why American business functions. We hope you’ll 


Seel free to send in any suggestions or criticisms you have to offer. Write: The 
President, Union Oil Company, Union Oil Building, Los Angeles 14, Calif. 
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lomorrow 


As of now: It looks more and more like Truman vs. Eisenhower in 1952. 

Truman: More social security, health insurance, disability insurance, more 
public housing, bigger public works, subsidized food, bigger Government. 

Eisenhower: Limited social security, tightened rein on spending, not so 
much Government, more dependence on private initiative, private business. 

They're squaring off now. Eisenhower talking. Truman writing messages. | 
Battle ahead in Congress is to be part of the growing struggle. 





Spending will be the hot political issue in 1950. Issue is warming up 
now. Here, in the first sparring, it's Truman vs. Harry Byrd. 

Truman: A 42-billion-dollar budget for year starting July 1. Down about 
1.5 from this year, up 8 billion from 1948 fiscal year. To include 6 billions 
for veterans; 5.5 for foreign aid; 13.5 for military, including lend-lease and 
stockpiling; 5.7 for interest; 2.5 social services; 2 public works; 2.7 for the 
farmers; other billions for wide variety of Government services. 

Byrd: A 36-billion budget, down 7.5 from this year, up 2 from 1948. There 
would be 5.3 billion for veterans; 4.8 for foreign aid; 11.3 for military, 
including lend-lease, stockpiling; 5.7 for interest; 1.9 billions for social i 
welfare; 1 billion for housing; 2.2 for agriculture; 1.2 for public works, plus 
other billions for varied services that Government performs. 

Truman budget calls for tax rise. Byrd budget provides a surplus. 

Truman's spending is due to win, minus taxes. 











Some new Truman programs won't win, though. Health insurance won't be 
approved. Temporary disability won't be insured. Unemployment insurance won't 
be nationalized. Cheap food won't be provided at taxpayer expense. 

Old-age insurance will be made more liberal. Public housing will get more 
money. Public works will be expanded. There will be a lot of spending, but 























é 

i there is to be more resistance to new, expensive programs of spending. 

le 

st In another developing or, rather, continuing fight: 

* Eccles will lose his effort to get more power for Federal Reserve Board to 
we tighten or loosen money-Supply screws independent of the White House. 

ne Snyder, Treasury head, will retain real money power in the Treasury. 


by And: Through much or all of 1950, at least, abundant and cheap money will 
enjoy official favor. A party in power, judged by good or bad times, is 
inclined to favor policies pointed toward at least a little steady inflation. 
i Deflation, from whatever cause, tends to be political poison. 
fF Credit expansion will enjoy official favor in election year 1950. 

Danger spots for the longer-range future need to be watched, even So. 
Mortgage credit, booming, is one. Installment credit, booming, is another. 

At some points, money checks will be applied to credit inflation. 











Stock-market revival, at present, is viewed with official favor. 
Market -for equities, dormant so long, had become a matter of concern to 
officials. It was a sign of lack of investor confidence in business. 





; : over 
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NEWSGRAM~-TOMORROW-- (Continued) 


Revived market, if it keeps going, won't soon be curbed by Government. 

Stock prices, up sharply from lows since June, reflect good earnings, more 
liberal dividends, revived inflation, restored confidence that business is to be 
good in most lines through much, if not all, of 1950. 

Yields from stocks, too, reached a level that people with money couldn't 
ignore. The stockholder began to come into his own in recent months: 

Stocks, however, are a speculation, not something for the unwary. The 
long-time official attitude, fostered in New Deal years, that an active market 
for stocks was something to check, if possible, no longer dominates. Markets, 
however, tend to be influenced by all kinds of attitudes, not all official. 











Price trend, except in foods, still is firm. Price cutting, after the 
holidays, is not likely to be widespread. Sales may not equal 1949 sales. 

Pork is to be cheaper. Eggs are much cheaper. Beef will be influenced 
sooner or later by pork. Other foods are as likely to decline as to rise. 

Building costs, though, are edging up a little. Steel prices, if raised, 
will influence many other prices. Autos in 1950 won't cost much, if any, less. 

Coal will cost more if Lewis wins. Fuel oil is a bit cheaper. Gasoline 
is off here and there at wholesale. Clothing prices are firm, though. 




















Bar to covenants on property getting FHA loans won't upset building. 

Borrowers, hereafter, will have to agree not to enter covenants that limit 
sale or rental on basis of race or creed or color. 

Covenants, not enforceable before, now will be barred 

Exactly what is involved is explained for you on page 55. 





Life insurance companies won't soon be subject to federal regulation. 

Insurance, premium payments, how the money is invested are under study by 
committees in Congress. Goal is eventual federal regulation. 

Inquiry, however, isn't turning up much, if anything, that could be put to 
political use. There iS no apparent pressure from the public to create new 
machinery to watch over insurance, a job now done by States. 

You get the story about your life insurance on page 50. 





Britain is to be provided with atom bombs made in U.S. 

U.S., hereafter, is to be the center of A-bomb manufacture. Britain is to 
give up the idea of making bombs for herself, with the effort that takes. 

Bomb numbers are big enough now for U.S. to share with the British. 

Bomb secrets are not to be given to the British or others. Britain is to 
give U.S., though, the knowledge and experience she has gained. 

British Isles are too exposed for atomic-weapon development. 











In other parts of the world: 

Russia, U.S. military now concedes, is weaker than she appears. Russians 
Still have a lot to learn about the atom and about many other things. 

China policy of U.S. remains uncertain, a little confused. 

Formosa, strategic island off China's coast, is not to be occupied by U.S. 
forces. Communists, sooner or later, probably will get it from inside. 

Yugoslavia is unlikely to be attacked by Russia. Tito seems secure. 

Spain will get U.S. help if and when political problems can be solved. 
Spain and Franco are caught in an argument involving religious issues. If the 
military has its way, Spain will get help she needs and wants. 

France is gaining strength. A strong French Army will be in being when and 
if 180,000 troops now in Indo-China are brought home. Arms for 15 French 
divisions are coming into sight. 

Arms aid from U.S. to Europe is to be about 1 billion dollars in 1950-51. 

Western Europe, if all goes well, should be able to hold Russia by 1955, on 
basis of miiltary opinion. But that's only if all goes well. 
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ClUY RUBBER-GLASS 
REPUBLIC CONVEYOR BELT 


Solving problems is our business. 


For example, this new Republic belt carries hot 
cargo for foundries. Red-hot pieces of jagged metal 
in tons of smoldering sand ride from shake-out 
racks to reclaiming stations on this rubber-glass 
belt. Temperatures often run as high as 400°F. 
and the work is continuous. 


Operations like this meant only trouble until 
Republic Rubber and its Milwaukee Distributor, 
Shadbolt & Boyd Company, entered the picture. 
Life expectancy of ordinary ‘hot material” belts 
was just ten weeks and sometimes les. 


Today, the trouble is over. Republic’s new belt 
made of glass fabric and specially compounded 
rubber is on the job and, after more than a full 
year of continuous service, the belt rolls on. It’s 


Pioneers in the use of COLD RUBBER 


REPUBLIC RUBBER DIVISION 
LEE RUBBER & TIRE CORPORATION, YOUNGSTOWN, OHIO 


Lee Deluxe Tires & Tubes Conshohocken, Pa. 


still pliable. The belt remains unbroken and good 
for a lot more service! 


Success stories like this are common at Republic 
Rubber since we specialize in mechanical rubber 
goods only. An experienced Republic Distributor 
is located near you. Consult 
him or write us today about 
your most difficult problem. 
Remember, Republic Rubber 
has been the specialist in the 
mechanical rubber goods 
field for nearly fifty years! 





outed 


Howard F. St. George, Vice Pres. 
* Shadbolt & Bojd Company 
Milwaukee, Wis. 


MECHANICAL RUBBER GOODS BY 


REPUBLIC RUBBER 
DIVISION 
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tion—INSTANTLY! 


Save time and effort and 
give you better control over 
all major activities 


e SALES 
e PURCHASING 
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e PERSONNEL 


FLEXO-LINE 


for every kind of 
cross index or 
reference record. 
Fast, compact, 
economical. 
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Without obligation 


CD Send us your 96 page booklet 
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—___.The March of the News —_ 


Premature explosion. The flash bulbs 
and microphones came out on Capitol 
Hill again last week. A congressional 
committee had another sensation on its 
hands—the story of a former major in 
the Army Air Forces, George R. Jordan, 
that White House pressure had sent 
America’s top secrets to Russia during 
the late World War. 

As most congressional hearings do, this 
one blossomed like a one-day wonder. 
Mr. Jordan said uranium, radar and suit- 
cases filled with secrets went to the Rus- 
sians in Lend-Lease planes. He brought 
in the familiar names of Harry Hopkins 
and former Vice President Henry Wallace. 

Then Lieut. Gen. Leslie R. Groves, 
head of the wartime atom-bomb project, 
appeared before the 
committee to straight- 
en out a few things. 
Quickly it developed 
that, if uranium went 
to Russia, it was in 
useless and _insignifi- 
cant amounts. No vi- 
tal maps or records 
were missing. Harry 
Hopkins was critically 
ill in bed at the time 
Mr. Jordan mentioned. 
As for Henry Wallace, 
he never was in on 
much of the bomb 
secret, anyway. 

Democrats on the 
committee inclined to 
view that—true_ or 
false—the Jordan epi- 
sode was not of earth- 
shaking importance. 
But the Republicans 
felt differently. They 
said the hearing was 
called on such short 
notice that they could 
not get there in time. 
They accused the 
Democrats of deliber- 
ately turning the incident into a “white- 
wash of former Government officials.” 


Hello and good-bye. The thin, tired- 
looking Chinese who stepped from an 
airplane in New York obviously was a 
sick man. He was Li Tsung-jen, acting 
President of Nationalist China—and his 
health was only one of his worries. Back 
home, the Communists were taking over 
his country without much trouble. And 
his hold on the Presidency was menaced 
by the desire of Generalissimo Chiang 
Kai-shek to return to power. 

General Li was in the U.S. for medi- 
cal help, treatment of a duodenal ulcer. 
It was no secret that his Government 
would like to have help of another sort 
from the U.S.—financial assistance in 





VISHINSKY—GOING 
... 3 startled porters 





China’s civil war. But the chances of get- 
ting it were slight, indeed. Officially, the 
U. S. Government all but ignored his visit, 

The same day General Li arrived, an- 
other distinguished visitor departed. He 
was Andrei Y. Vishinsky, Foreign Min- 
ister of Russia, homebound from. the 
meeting of the United Nations General 
Assembly. As usual, he had no kind-words 
to leave behind for the U.S. Govern 
ment. But, with a wave and a smile, he 
wished all Americans a Happy New 
Year. Then, as a parting gesture, he be- 
stowed a $40 tip on three startled Ameri- 
can porters who handled his luggage. 


“Fair Deal,” 1950 edition. It looked 
like an office picnic. Box lunches were 
served. Men in gaudy 
sports shirts and rum- 
pled slacks sat in the 
shade of the coconut 
and cork trees at Key 
West, Fla., and chat- 
ted with the boss. But 
this was no picnic. 
Marines stood guard 
to keep spectators out 
of sight and hearing. 

Casual as the ses- 
sion appeared, it was 
all business. President 
Truman and his “first 
team” were hard at 
work on the 1950 ver- 
sion of the Truman 
“Fair Deal,” the state 
of the union message 
that goes to Congress 
next month. No one 
would say what it will 
contain. But one thing 
was certain: Mr. Tru- 
man would keep in- 
tact the welfare pro- 
gram he set in motion 
more than a year ago. 

Working on_ the 
message was just one 
of the jobs that kept intruding on Harry 
Truman’s_ winter vacation. Between 
swims, he still had the more difficult task 
—getting up next year’s budget. One 
small comparison showed the size of the 
job. In 1940 the U.S. was spending less 
than 25 cents per capita on world affairs. 
By next year the figure will be above 
$40 for each man, woman and child. 


-Acme 
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Li TSUNG-JEN—COMING 
... 3 big worries 


On time. One chilly afternoon last week 
Tom Lanphier, Jr., got out of a big trans- 
port plane in New York with a new world 
record to his credit. Using only com- 
mercial air lines, he had flown around the 
world in 4 days, 23 hours and 47 minutes 
—the fastest ever. Said his mother: 

“It’s the first time in your life you've 
been on time.” 
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uglas Giant [ransport Kamily 


MOST POPULAR LUXURY AIR TRANSPORT 
in service today is the great Douglas DC-6. 
Ninety-five of these swift, dependable air- 
planes are now in service on leading domestic 
airlines. The DC-6 carries more passengers in 
the U.S. than any other type of aircraft. 


NEW “LIFTMASTER” CARGO TRANSPORT 
opens new era in the rapidly expanding 
air cargo field. Currently being exhibited to 
airline officials, the “Liftmaster” is the first 
four-engine cargo airplane specifically de- 
signed to fill the need for a modern, medium- 


THE NEW DC-6B will be the most versatile 
air transport ever designed. Like the “Lift- 
master,” it will be 5 feet longer forward of 
the wing than the DC-6 and will thus accom- 
modate 8 additional passengers in DC-6 
luxury. High density models will carry up 





Douglas has established an unusual record 
for fast, reliable service on spare parts and 
maintenance. Swift, dependable, easy to fly 
and less costly to maintain—it is no wonder 
the Douglas DC-6 has achieved prime popu- 
larity with both flying public and airlines. 





size cargo airplane for military and civilian 
use. In contrast to the Douglas DC-4/C-54, 
the new DC-6A carries 14; more cargo at 1 
less cost. The DC-6A flies 100 mph faster than 
the DC-4/C-54—thus making possible over- 
night transcontinental cargo service. 





to 92 passengers. The over-ocean DC-6B with 
large galley, coatrooms and lounge will carry 
54 passengers in air-conditioned comfort. The 
9600 hp developed by the Douglas DC-6B 
engines will make this the fastest non-jet 
luxury air transport in service. 
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WHY TAXES WILL NOT GO UP: 
VOTERS AND CONGRESS BALK 


Leaders Regard Bigger Levies as a Damper 


Income tax outlook for 1950: 
no change. Congress is in a mood 
to cut taxes, not raise them, de- 
spite Truman wishes. 

Pay-roll tax goes up a half per 
cent, automatically. But excise tax 
cuts are likely. Excise-profits tax 
revival is out. 

Idea, now taking hold, is that 
taxes are about as high as they 
can go without putting a crimp 
in business growth. 


In making plans for 1950, individuals 
and businesses can figure on no in- 
crease in federal income taxes. A tax 
increase, if proposed by Mr. Truman, 
is blocked before it gets started. 

Income taxes already are as high as 
leaders in Congress think they should be. 
Excise taxes—a form of federal sales tax— 
are considered too high on some things, 
and may be marked down selectively. 
Pay-roll taxes rise automatically Jan- 
uary 1 by half a percentage point 
on employers and covered workers. 
Added tax take from this rise will 
be around 700 million dollars. 

Tax rate on incomes is to stay 
where it is, except for the pay-roll 
tax. Tax receipts will be expected 
to rise as incomes go up, with better 
times. A tax increase, in the prevail- 
ing view, might fail to produce 
more revenue, because it could dis- 
courage business expansion. 

A trend toward a_ balanced 
budget will be sought by some cuts 
in spending and by promoting an- 
other boom. 

Tax take, federal, State and 
local, now is nearly $1 out of every 
$4 of national income. Before the 
war, it was $1 for every $5.50. All 
along the line, except for personal 
incomes in the lowest brackets, 
taxes hit much harder than they did 
10 years ago. 

Over all, as the chart shows, 
taxes draw off more than 50 billion 
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dollars a year. That is the annual rate for 
the third quarter of 1949. This figure does 
not include pay-roll taxes for Social Se- 
curity programs. In 1939, tax collections 
were just over 13 billion dollars. 

Corporations, in income taxes alone, 
are putting up money at a rate of 10.4 
billion dollars a year to help pay the cost 
of operating federal, State and local gov- 
ernments. That compares with 1.5 bil- 
lions before the war. 

Individuals, in income taxes, provide 
16.4 billion dollars for the Federal Gov- 
ernment, $13 for every $1 before the war. 
They put up 2.4 billion in income taxes 
for State and local governments, twice as 
much as in 1939. 

These figures on corporations and in- 
dividuals cover income taxes only. They 
do not include revenue from excises, State 
and local sales taxes, property taxes, fees 
and charges of various kinds. These addi- 
tional taxes and charges have jumped 
from 9.4 billion dollars to 21.5 billions 
since 1939. Federal excises alone take 7.6 
billion dollars a year from businesses and 
individuals. That’s four and a half times 
as much as in 1939. 


Taxes Paid by Business 
And Individuals 


Bo _ 990.7 


¢ 313, 3 Fill Billion 


Billion 





Add it all up, and the tax bill of the 
U.S. public, at third-quarter rate, comes 
to 50.7 billion dollars. Members of Con- 
gress facing election next year are com- 
ing, one after another, to the conclusion 
that this is enough. Idea seems to be 
spreading in Congress that voters are in 
no mood to stand for more taxes. 

Senator Joseph C. O'Mahoney (Dem.), 
of Wyoming, who was urging an excess- 
profits tax a short time ago, now says it 
would be a mistake to raise taxes. Mr. 
O'Mahoney wants, instead, to overhaul 
tax laws in a wa'y that will give business 
“incentive” to expand. 

Senator Walter F. George (Dem.), of 
Georgia, chairman of the tax-writing Fi- 
nance Committee, wants a cut in excises 
and a general revision of tax laws, argu- 
ing that tax relief will stimulate business 
and help to balance the budget. 

Commerce Secretary Charles Sawyer 
toured the country and reported that busi- 
nessmen everywhere were clamoring for 
tax relief, especially on excises. 

Military men are talking about check- 
ing increases in defense spending. They 
think that this spending has been pushed 
to the limit and that Congress will 
insist on some show of economy. 

Everything seems to point to the 
conclusion that Mr. Truman will 
not get far with any plan to call for 
more taxes, The inclination of Con- 
gress apparently is to trim excises 
here and there, and leave other 
taxes about where they are. 

Facts about taxes, shown in 
the table on page 12, offer some 
light on why Congress takes this at- 
titude toward. Mr. Truman’s pro- 
posal. There have been two tax 
cuts since the war, but the burden 
still is so heavy that many author- 
ities think an increase might stall 
the business recovery now in prog- 
ress. 

Federal taxes take seven times 
as many dollars as before the war. 
The national income, out of which 
taxes are paid, has multiplied only 
three times. 

State and local taxes take 
nearly twice as many dollars as be- 
fore the war. These taxes still are 


© 1949, By U.S. News Pub. Corp. 


11 











U.S. News & World Report 








—Plummer from Black Star 


SENATOR O’MAHONEY 
Congress vs. Mr. Truman 


rising. Increases in State and local taxes 
have about offset the 1948 cut in fed- 
eral taxes. 

A $5,000 man-that is, a man with 
$5,000 of income after deductions but be- 
fore personal exemptions—pays a federal 
income tax of $432, compared with $48 
in 1939. This is for a taxpayer with a 
wife and two children. 

A $10,000 man pays $1,361. He paid 
$343 in 1939. 

A $25,000 man pays $5,476, against 
$2,327 in 1939. 

A $100,000 man pays $45,643. His 
1939 tax was $32,000. 

At higher income levels, taxes bear 
down so hard that many experts think in- 
centives to invest and earn more money 
are being destroyed. Take a man with 
$100,000 of income. After paying his fed- 
eral tax, he has $54,357 left. Suppose he 
makes a successful investment that pro- 
duces another $100,000. After paying his 
tax on $200,000, he has $83,394 left. In 
other words, by investing and getting an 
extra $100,000 of income, he realizes only 
$29,037 mere. Many high-income people 
have decided that, in this situation, in- 
vesting is not worth the risk. 

A corporation that earned $20,000 in 
1939—that is, a small company paying 
less than the maximum rate—yielded a 
$2,775 tax, Now, on that income, the tax 
would be $4,500. If a corporation earned 
$50,000 in 1939, its tax was $9,500. To- 
day it would be $19,000. 

A customer for goods finds himself 
stuck with excises on all kinds of things. 
A $500 fur coat bears a tax of $100. A 
diamond ring priced at $400 is taxed an 
additional $80. A person who buys a $50 
railroad ticket must’ pay a $7.50 tax. 
There were no excises on these items in 
1939. The tax on long-distance telephone 
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THE FACTS ABOUT TAXES 


calls has been raised from a flat charge 
of 10 to 20 cents to 25 per cent of the 
toll. On cosmetics, the tax has been in- 
creased from 10 per cent of the manu- 
facturer’s price to 20 per cent of the 
retail price. Businessmen complain that 
these taxes are hobbling sales. 

With the public complaining that fed- 
eral taxes already are so high that recov- 
ery is being retarded, Congress is turning 
its back on the whole idea of raising rates 
still higher. That is the mood Mr. Tru- 
man is going to face if he approaches 
Congress next month with a plan to 
boost taxes. 

The issue, really, is how far the U. S. 
Government will go in using the money 
it collects—partly tax income and partly 
borrowed money—as an instrument of 
sharing income among the rich and the 
poor. 

Use of taxes, here as in many other 
countries, has changed radically over the 
years. In the early days, taxes were not 
asked to do much except pay the salaries 
of a few Government workers and buy 
them tools to work with. Now, Govern- 
ment has become a machine to redistrib- 
ute wealth among the population. 

This trend has not yet gone as far in 
the U.S. as in some other countries. In 
Britain, taxes take 44 per cent of national 
income. In Canada, they take about 30 
per cent. In New Zealand, they take 
around 33 per cent. 

But in U.S., where taxes take 23 per 
cent of national income, the trend has 
gone a long way. Official idea is to take 
money away from those who have most 
and share it with those who have least. 

Money is fed in at one end of the ma- 
chine by taxpayers and Government-bond 
buyers, and poured out at the other end 
to veterans, farmers, old people, Govern- 


Tax take is 4 times prewar total. 

Federal tax total is up 7 times. 

State and local taxes are nearly double prewar take. 
Taxes take 1 out of every 4 national income dollars. 

Tax per capita is $360, against $109 before the war. 
Corporations pay 10.4 billions, against 1.5 billions. 
Individuals pay 18.8 billions, against 2.4 billions. 
Excises total 7.6 billions, against 1.7 billions. 

A corporation pays 38c of each $1 profit, against prewar 19c. 
At $5,000, a family man pays $432, against $48 in 1939. 
At $10,000, he pays $1,361, against $343. 

At $25,000, he pays $5,476, against $2,327. 


ment workers, suppliers of Government 
goods and services, businesses that can’t 
borrow from banks. 

The Federal Government pours out 
dollars to subsidize rents of people who 
have low incomes. 

Now it is proposed that wealthier tax- 
payers pitch in to help buy food for the 
general public. The idea is to let food 
prices go down, then use tax money to 
bolster the farmer’s income. 

Already, the Federal Government is 
writing checks regularly to 19.3 million 
individuals. State and local governments 
are handing out checks regularly to an- 
other 6.4 million. 

The question is whether this trend 
toward sharing incomes is to continue in 
future years. On the taxing side of that 
question, Congress’s mind is made up. 
There will be no tax increase in 1950. 
On the spending side, the prospects are 
not quite so clear, The new session of 
Congress, which convenes in January, is 
to consider vast new spending programs. 
Some people. think that Congress, having 
decided not to raise taxes, will be cautious 
about voting appropriations. 

As it is, the Government is overspend- 
ing its income by an estimated 5.5 bil- 
lion dollars in the current fiscal year. 
Without new taxes, it probably will over- 
spend in the new year, beginning next 
July 1. 

Mr. Truman has said informally that 
the gap should be closed by raising taxes. 
However, his advisers are not unanimous 
on that point. Some are suggesting that 
he call for a few cuts in excises, with 
some mild increases in other tax fields to 
make up the revenue loss. He might, for 
example, suggest higher estate taxes. But 
even that increase will be hard to sell to 
Congress in 1950. 
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TREND OF CHRISTMAS SHOPPING 


Reported from NEW YORK, CHICAGO, PITTSBURGH and SAN FRANCISCO 


Practical gifts are getting the 
nod from Christmas shoppers. 
Business is good, near record, but 
careful buying predominates. 

Television sets are big sellers. 
So are toys and home appliances. 
Jewelry, furs, high-priced luxuries 
move slowly. 

Christmas trade by volume is 
breaking records in some lines. 
But dollar totals are likely to fall 
short of last season. 


Christmas buying is to fall a trifle 
short this year of breaking dollar rec- 
ords. All across the country, trade is in 
a pre-Christmas spurt. In many lines 
it is breaking records for volume of 
merchandise sold. Yet, in dollar sales, 
the record set during the 1948 Christ- 
mas season, when some prices were 
higher, is likely to stand. 

Stores all the way from New York to 
the West Coast report that people in 1949 
are more price conscious than in 1948. 
Uniformly, there is evidence that they are 
buying more practical types of goods. 
Luxuries and higher-priced items are at- 
tracting fewer customers. The trend, too, 
seems to be toward less concentration of 
buying in department stores. Specialty 
stores offering television sets, electrical 
equipment and other things are enjoying 
a spurt in sales. 

If there is one common denominator of 
demand, it is for television sets in areas 
where reception is possible.. This demand 
is so great that many stores cannot supply 
the trade. Buyers who cannot get the sets 
they want are told they may have to wait 
until after the Christmas rush is over. 
There are spotty shortages, too, in some 
makes of electric mixers and other house- 
hold gadgets. Scarcity of nylon products 
is found to be almost universal. 

These and other trends are found by 
editors of U. S. News & World Report in 
a pre-Christmas survey of shoppers’ buy- 
ing habits throughout the country. The 
survey covered communities where money 
is scarce and where money is plentiful, 
cities where workers have been on strike 
or on a short work week and cities where 
employment has been steady. 

Shoppers’ demands, in all these 
areas, follow a rather similar pattern. Dif- 
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ferences are confined largely to how 
much is being bought rather than to what 
is being bought. Workers who have been 
idle because of strikes naturally are buy- 
ing less than those who have been draw- 
ing pay envelopes every week. 

Television sets, for example, are be- 
ing bought up in Uniontown, Pa., faster 
than dealers can stock them. Uniontown, 
a coal-mining community, has been hit 
hard by pay losses, yet one dealer re- 
ported his stock was down to a single set 
even before the holiday buying started. 

The story is the same in other cities 
where television programs can be re- 
ceived. New York stores report a rush of 
people to buy sets. In Los Angeles, tele- 
vision sales in October, before the Christ- 
mas rush began, amounted to one third 
of new-car sales. Christmas buying, com- 
bined with reduced prices for sets and 
greater broadcasting facilities, has brought 
a real boom to this comparatively new 
industry. 

Toys, too, are in strong demand. Man- 
ufacturers expect sales to be only a little 
below 1948 when they reached a record 
total of 322 million dollars. There is a 
wide variety of toys to choose from, and 
supplies are ample. Prices are lower, as 
a rule, and there is a wider selection of 
imported toys than a year ago. Sales in 





CHRISTMAS SHOPPERS 


Los Angeles and San Francisco are ex- 
pected to reach, if not exceed, 1948 in 
volume. Shoppers are demanding and 
getting more toys that are durable and 
educational. Electric trains are selling 
well. 

Clothing sales, generally, have been 
disappointing. In New York, merchants 
think this is due to mild weather and 
believe that sales will pick up when colder 
days arrive. Men’s and boys’ furnishings 
are selling well in Los Angeles, but have 
been moving slowly in San Francisco, 
where the weather also has been warm. 
By contrast, shoppers in the areas sensi- 
tive to pay losses from strikes are con- 
centrating more than usual on clothing 
and other necessities. 

Jewelry stocks are plentiful, but peo- 
ple are not rushjng to buy. Sales in many 
cities are expected to fall below 1948 
levels. Cheaper items, such as costume 
jewelry, are attracting the most attention. 
Merchants get the impression that many 
customers are waiting for excise taxes 
to be repealed. 

New-car sales are continuing to hold 
up well in the prosperous communities, 
but are lagging in the steel and mining 
areas where workers have been on strike. 
Introduction of lower-priced lines is help- 
ing to keep car sales high in the country 
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Everywhere, they are more price conscious 
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WINDOW SHOPPER 
Toys are plentiful and cheaper 


as a whole. More and more auto own- 
ers are turning in their cars for new ones 
every year, as they did before the war. 
Furs, like other luxury items, are mov- 
ing slowly despite prices that often are 
considerably lower than a year ago. Mink 
coats that sold in New York for $3,000 a 
year ago have been offered for as low as 
$1,700. Prices of cheaper coats also have 
been cut in an attempt to stimulate sales. 
One Los Angeles store has been advertis- 
ing “lowest prices in ten years.” Fur sales, 
in dollar volume at wholesale, have been 
almost 50 per cent below a year ago. 
Furniture demand is holding up well, 
with sales in New York and some other 
cities running ahead of last year. Frills 


have been removed and in some cases 
quality is better and prices lower. 
Appliance selling is spotty, with de- 
mand brisk in some cities and not so 
brisk in others. Sales of washing ma- 
chines, radios and other electrical equip- 
ment are running ahead of a year ago in 
New York. Lamp manufacturers are 
pleased with holiday orders, expect to 
equal their dollar volume of a year ago. 
Prices are down a little from last season. 
Nylon and other synthetic-yarn prod- 
ucts are so popular that merchants are 
running into shortages of some items. 
There is a rush by men to buy nylon 
shirts and underwear, and by women to 
buy nylon lingerie and gowns. One 
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TV PRODUCTION 
Television sets are snapped up eagerly 
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West Coast store reports a ready market 
for men’s nylon shirts selling for $8.95, 
Shoppers everywhere are switching t 
nylon from silk, rayon and even cotton, 
whenever new nylon products appear on 
the market. 

Luggage sales are topping last yex 
in some cities, providing a tip-off tha 
1950 probably will be a good travel 
year. 

Book buyers are looking for bargains, 
They crowd around the sale counters, but 
are not clamoring for books at regula 
prices. Advertising is being increased iy 
an effort to boost book sales. 

Winter travel is below expectations 
partly because of continued wam 
weather in many parts of the country, 
Travel bureaus report a resistance to in- 
creased train fares. Few winter resorts 
are expecting to set new attendance rec. 
ords this season. November travel to the 
South was disappointing to resort owners, 
Yet, holiday cruises are selling well. 

Cameras and other photo equipment 
are moving rather slowly, despite price 
cuts in some cameras. Sales of film, how- 
ever, are holding up. 

Foreign-made goods are competing 
more with U.S. products than in an 
previous holiday season since the war. 
Shoppers are being attracted by pottery 
from Italy, glassware from Belgium, crys- 
talware from Czechoslovakia, china and 
porcelain from Britain and West Ger- 
many, and ceramics from Sweden. More 
and more shops are devoting themselves 
exclusively to the sale of imported goods. 

Christmas business, for the average 
U. S. merchant, will be almost as good as 
it was a year ago. For some, it will be bet- 
ter. But for many this business has not 
been as easy to get as in the past years. 
The merchant often has found it neces- 
sary to offer inducements to shoppers to 
get them into his store. Parades, circuses, 
contests, corsages for women, free after- 
noon tea and coffee have been some of 
the attractions. “Buy now, pay in 1950” 
is a common slogan. 

Store shelves are well stocked with 
merchandise, yet most merchants are 
holding their inventories at margins safe 
enough to avoid large carry-overs. With 
supplies adequate, shoppers in most com- 
munities are holding back in their buy- 
ing, as they did before the war. This is 
expected to bring a last-minute rush that 
could make the week before Christmas 
the best sales week of the holiday season. 

Merchants almost everywhere have 
found the 1949 Christmas shopper more 
choosy and a little harder to please than 
the shopper of 1948. The 1949 shopper 
will pass up a cheap and shoddy item. 
He also will avoid the extravagant and 
high-priced. What he wants is quality at 
a lower price. In most cases, if he shops 
carefully, he can find it. 
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Eisenhower, Key to 1952 Planning 


A Coalition Is Republican-States’ Rights Goal 


General Eisenhower, who is no 
party stalwart, is being looked 
over as a coalition candidate to 
unite anti-Truman voters in 1952. 

As strategists plan it: Eisen- 
hower would get Republican 
nomination. He would be nomi- 
naied by States’ Rights Demo- 
crats, too. 

Republicans, States’ Righters 
behind one candidate means a 
lot of votes. Politicians see that as 
more practical than a new party. 


General Dwight D. Eisenhower is 
becoming the central figure in a stra- 
tegic operation aimed at stopping the 
“Fair Deal” dead in its tracks. Those 
who were looking for a way to pool the 
votes of Northern Republicans and 
Southern Democrats in a presidential 
election now think that the General is 
the answer to their problem. 

The answer is developing in the back- 
stage maneuvering in the South, much of 
which now is being taken over by the 
one-time New Deal strategist for Frank- 
lin D. Roosevelt, James F. Byrnes, of 
South Carolina. Mr. Byrnes was a noted 
tactician in Washington. Nothing so ob- 
vious as the formation of a new party, 
such as had been suggested by Republi- 
can Senator John W. Bricker, of Ohio, is 
in serious contemplation. Too many ob- 
jections stand in the way of such a plan. 

But a way to tie the votes of Southern 
Democrats to a Republican candidate is 
becoming clear to those who have been 
seeking one so earnestly. They think 
that the General can lead the way around 
all of the obstacles of the Bricker plan. 

The procedure would be simple. It 
would take away the onus of the Repub- 
lican name from the candidate in the 
South; and it would avoid the loss of 
Negro and labor votes for the Republi- 
cans in the North that could be expected 
to result from charges that the Republi- 
cans were allying themselves with anti- 
Negro, antilabor Southerners. 

Republicans, by nominating General 
Eisenhower for President in 1952, would 
name a man who was acceptable to the 
States’ Rights Democrats in the South. 
Outside the South, the General would 
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run on the G.O.P. ticket and would cap- 
ture the regular quota of Republican elec- 
toral votes, plus any others that might be 
attracted by his personal popularity. 
States’Rights Democrats also could 
nominate the General. They could put 
his name on the States’ Rights ticket in 
the eleven Southern States, just as they 
did that of Governor Strom Thurmond, 
of South Carolina, in 1948. But, where 
Governor Thurmond got only 38 electoral 
votes, General Eisenhower would put up 
a strong fight for the 127 electoral votes 


of all 11 Southern States. 


year period. Young men and women 
who reached their majority and voted for 
the first time in 1949 were born the year 
Republicans last elected a President—in 
1928. Democrats have controlled Con- 
gress 16 of the 18 years since 1931; they 
have held the White House since 1933. 

Southerners also count themselves 
among the “outs,” particularly those of 
conservative leanings. The South has 
been losing power in the Democratic 
Party ever since the 1936 National Con- 
vention. At that time, the two-thirds rule 





The General, disavowing 
all thought of politics, now is 
busy with speeches and ova- 
tions in the South. At Hous- 
ton, Tex., what was planned 
as a crowd of several hundred 
people mushroomed into a 
crush of 15,000 who clamored 
to hear him speak. His wide- 
spread popularity in the South 
is helped along by the fact 
that he was born in Texas and 
is a native Southerner. And, 
nationally, the polls indicate, 
he is the top choice of Repub- 
licans for the presidential 
nomination. 

Desperate situations 
breed such a plan. A similar 
plan has been used twice be- 
fore by parties that were 
fighting with their backs to 














the wall. Horace Greeley ran 

in 1872 as a Democrat in the 

South and as a Liberal Re- 

publican in the North. William Jennings 
Bryan had both the Democratic and the 
Populist nominations in 1896. They did 
not win; but neither Mr. Greeley nor Mr. 
Bryan was a war hero. 

Both conservative Democrats in the 
South and Republicans think their plights 
are desperate now. Privately, many well- 
informed Republicans say the future for 
their party looks less hopeful than might 
be thought from the brave words they 
say for publication. 

“The best we can do in 1950,” says 
one, “is to organize and plan, and to 
point our drive toward 1952. We may 
win a few districts, but I don’t see any 
hope of winning Congress.” 

To them, the New Deal and the “Fair 
Deal” Democrats are beginning to look 
unbeatable. In 18 years, Republicans 
have been able to win control of Con- 
gress just once, and that for only a two- 


—Crockett in Washington Evening Star 


‘INVITATION TO A PARTY’ 


was voted out. By use of this rule, the 
South for 100 years held a veto power 
over Democratic candidates. With its 
disappearance, the South lost influence 
in conventions, but, being a one-party 
section, its Democratic allegiance was 
taken for granted. The nomination of 
Mr. Truman over Southern protests in 
1948 prompted the formation of the 
States’ Rights Party. 

Even in 1948, the General had many 
Southern backers in the Democratic Con- 
vention. His choice by Republicans in 
1952 would find welcome supporters in 
the South. Shorn of party power, patron- 
age, finding federal funds for some proj- 
ects hard to get and with a civil-rights 
battle on their hands, many Southerners 
feel as desperate as do the Republicans. 

A presidential nomination will not 
be too easy to win from the Republicans. 
But backstage talk is that the General 
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will have the backing of the organization 
that won two nominations for Governor 
Thomas E. Dewey, of New York. The 
other major contenders are likely to be 
Senator Robert A. Taft, of Ohio, and 
former Governor Harold E. Stassen, of 
Minnesota, now president of the Uni- 
versity of Pennsylvania. 

Nomination of any of the old, peren- 
nial Republican candidates would make 
it harder for the Republican-States’ Rights 
play to be worked out. To get the States’ 
Rights co-operation in the South, Repub- 
licans would have to nominate a candi- 
date whom the Southern politicians could 
sell to the voters there. 

Mr. Byrnes, now moving into the 
spot of top strategist for the States’ Right- 
ers, thinks in many ways like General 
Eisenhower. Both are for international 
co-operation and against the “welfare 
state.” Mr. Byrnes has said he would not 
be a candidate either for President or for 
Vice President in 1952 on any ticket. 

But Mr. Byrnes has indicated that he 
may run for Governor of South Carolina 
next year on a States’ Rights platform. 
He contends that the Government is 
moving steadily toward statism. 

No candidate? General Eisenhower 
still maintains that he is not a candidate 
for the Presidency. “I want nothing to do 
with politics,” he says, “but that doesn’t 
mean that I have to keep my mouth 
shut.” 

In his speeches, however, he is moving 
down the middle of the road along the 
Republican line. He opposes federal aid 
to education. He is opposed to big gov- 
ernment and “regimentation,” favors 
budget balancing and national security. 

Many think the General is acting like 
a candidate, and, among the Democrats, 


~Plummer from Black Star 


SENATOR BRICKER 
+» @ New party? 


—Harris & Ewing 
JAMES F. BYRNES 
. a new platform? 














—Russell in Los Angeles Times 


‘SHAPE OF FOOTPRINTS TO COME’ 


there is a belief that he is the man their 
candidate will have to meet. 

Even with General Eisenhower as 
their candidate, however, the Republi- 
cans would have a real fight on their 
hands if the 127 electoral votes of the 
once-solid South could be counted cer- 
tainly for the Democrats. The extent to 
which General Eisenhower, in a team 
play with the States’ Righters, could 
crack the South would make the fighting 
much easier for Republicans. 

The Bricker plan for a straight-out 
abandonment of the Republican Party 
name and amalgamation with Southern 
Democratic conservatives is not regarded 
as feasible at this time, however much 
many Republicans might wish for it. 

Even the origin of the suggestion was 


regarded as a mistake by some of those 
who favor such a combination. They be- 
lieved that Senator Bricker’s voting rec- 
ord was far too conservative for most of 
the Southerners. Only on the general 
proposition of States’ rights could many 
of them agree with him, and perhaps not 
too specifically on this. 

Moreover, many Northern Republicans 
feared they would lose more than they 
would gain by such an alliance. One 
pointed out that, every time Republicans 
join with Southern Democrats in a coali- 
tion to stop Truman legislation, the action 
furnishes a campaign issue that is used 
against G.O.P. candidates in Northem 
Negro and labor districts. These Repub- 
licans do not believe their party can afiord 
to turn its back upon the Negro and take | 
the Southern side on civil-rights matters. 

And so any formal alliance of South- 
ern Democrats and Northern Republicans 
in a common party is unlikely. 

But a team play between the States’ 
Righters and the Republicans, with Gen- 
eral Eisenhower, a native-born Southern- 
er, on both tickets, could be the answer 
to the problem. If the General got the 
189 electoral votes that went to Governor 
Dewey in the North in 1948, he would 
need only 77 electoral votes from the 
South to win the election. Governor 
Thurmond got 38, almost half as many as 
needed, in 1948. And Mr. Thurmond 
carried only four Southern States. 

General Eisenhower would need to 
add only three States—Arkansas, Georgia 
and Texas—to the four that Governor 
Thurmond got to bring enough electoral 
votes out of the South, plus Mr. Dewey's 
total in the North, t6 win. Most politi- 
cians think he would win at least as many 
votes in the North as did Mr, Dewey. 


...@new candidate? 
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ou CAN BE SURE..IF is Westinghouse 





WE’RE GETTING 


© Russell Conwell, in his famous lecture “Acres 
of Diamonds”, dramatized our human tendency 
to let Opportunity pass us by. 

For instance, getting our chests X-rayed: Most 
of us have been too busy to bother. 

So block by block... city by city... village 
by village ... certain distinctive-looking trucks, 
cleverly equipped inside with specially de- 
signed X-ray photographic apparatus, are 
making it possible for every man, woman and 
child in the country to step up for a chest photo- 
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CLOSER, RUSSELL CONWELL 


graph and be on their way in just a moment. 

This nationwide program, which should make 
Americans the most tuberculosis-free people 
in the world, brougl.t its acres of diamonds 
to more than five million people since last 
spring. It let them be sure they were not host 
to tuberculosis. 

Westinghouse is proud to have originated and 
perfected this specialized equipment. 

[tis the same name that helps you be sure about 


other electrical equipment and home appliances. 
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EQUIPMENT 


AT YOUR PONTIAC DEALER 


Doltar for Dollar-You cant beat a Pontiac! 


Only Car in the World with Silver Streak Styling Please accept our cordial invitation to see and examine the wonder- 
® ful new Pontiac at the dealer nearest you. 
America's Lowest-Priced Straight Eight We feel this is the most important and significant invitation Pontiac 
e has ever issued—because the car you will see is far the finest Pontiac 
Lowest-Priced Car with GM Hydra-Matic Drive ever built and is priced well within the reach of any new car buyer! 
: The new Pontiac, with its Bodies by Fisher, is the most beautiful 
Thrilling, Power-Packed Performance thing on wheels. It is a big, comfortable, luxurious car in every way. 
—Choice of Six or Eight This new Pontiac will perform even better than its great predecessors 
® because it has a new, more powerful straight eight engine. 


World Renowned Road Record for There is nothing quite like seeing for yourself—your own eyes will 
Economy and Long Life tell you that dollar for dollar you just can’t beat a Pontiac! 


PONTIAC MOTOR DIVISION of GENERAL MOTORS CORPORATION 
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YOUR CHANCE IN HEART TROUBLES 


Risks Increase as the Population Ages 


New facts about heart and 
circulation troubles show the 
chance of suffering and surviving 
an attack. 

Nearly one American in 16 has 
a “heart condition.” Percentage 
is highest in older people, higher 
for women than men. 

For men 45 to 64, a first attack 
is fatal in almost half of the cases. 
lf you live through the first, 
chances of surviving later attacks 
are improved. 


People with heart disease, or kin- 
dred blood ailments, are not as badly 
off as many think. About half of them 
have lived with their trouble five years 
or longer, a fourth have survived 10 
years, and one in eight has lived 15 
years or more. People who know they 
have heart ailments also stand a fairly 
good chance of not being bedridden 
by their trouble. It’s the initial heart 
attack that is most likely to send the 
individual to bed, or to the grave. 

Since heart trouble is chiefly an ail- 
ment of the aged and middle aged—it 
is a bigger danger after 40—these facts 
uncovered by the U.S. Public Health 
Service promise some comfort to suf- 
ferers. If they have suffered their first 


attack, their chances of living out a long 
life span with a considerable degree of 
activity are better than most people 
realize. 

Facts about heart disease—the chances 
of getting it or dying of it—are disclosed 
in detail by case studies of 2.5 million 
families analyzed by Dr. Selwyn D. 
Collins and his assistants in the Public 
Health Service. This analysis is expected 
to provide a valuable statistical back- 
ground for further investigations into 
the cause and nature of heart trouble. 

Heart disease is due for increasing at- 
tention from the medical profession. The 
National Heart Institute, a new agency 
of the Public Health Service since July 
1, has provided more than 10 million 
dollars in 350 grants for the study of 
the human heart. The Service also is 
about to announce a new program de- 
signed to put into the hands of doc- 
tors and research workers the results 
of heart studies now going forward on 
an expanding scale. 

Heart trouble—including circulatory 
ailments, high blood pressure and kin- 
dred maladies—now is the No. 1 medical 
problem. An estimated 9.2 million per- 
sons are suffering from one or another 
disease of the heart. About 750,000 per- 
sons will die of heart or related diseases 
next year. That will account for about 
half of all the deaths expected in the 
country. 

Concern over heart disease is not due 
to any recent or unexpected increase in 
the number of heart cases. Researchers 


doubt that heart trouble occurs any more 
often today than it ever did in a given 
age group. The reason why there are 
more heart cases is that there are more 
older people in the population. Medical 
science has succeeded in controlling 
most infectious diseases, such as small- 
pox and pneumonia, through improved 
sanitation and new drugs. The result is 
that people live longer and become more 
susceptible to heart disease. 

The accompanying charts show in part 
what the Public Health Service has 
learned about the incidence of heart dis- 
ease, the chances of death from it and 
the chances of survival. 

Women, strangely enough, are found 
to be more susceptible to heart ailments 
than men. As the chart on page 20 in- 
dicates, women’s chances of getting a 
heart ailment of circulation ailment are 
much greater than men’s in every age 
group until 80. But women are not so 
likely as men to succumb to heart disease 
or to be disabled by it. 

During middle age, when heart dis- 
ease begins to strike hardest, a woman’s 
chances of surviving an initial attack are 
almost twice as great as a man’s. In 
younger years, when heart disease ap- 
pears less often, almost three times as 
many women as men will recover from 
their first heart attack. 

Women also are less likely than men 
to be disabled by heart trouble. Fewer 
women than men are kept from their 
daily work for more than a week. What 
the statistics show is that women con- 


Heart Disease ... The Months to Watch 


Source: Public Health Service, FSA 
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tract heart trouble more often than men, 
but they get considerably less trouble 
from it. Women also are more likely 
than men to get one of the lesser heart 
ailments that involve circulation of the 
blood—high blood pressure, hardening of 
the arteries and kindred troubles. About 
half of women’s heart trouble comes from 
these causes—what the doctors call hyper- 
tension. They are less likely to be fatal 
than diseases strictly of the heart. 

For men, the dangerous age for heart 
trouble begins at 50 and increases as they 
grow older. By the end of 1950, for ex- 
ample, almost 8 out of 100 men from 50 
to 54 will have one of the heart or circu- 
lation diseases. At 70 to 74, the chances 
of a man’s having heart disease rise to 29 
out of 100. That simply demonstrates, 
however, that heart trouble is primarily 
an ill of the aged. 

A good many men also are likely to die 
within the year from their first heart at- 
tack. From 45 to 64, for example, a few 
less than half of the men who suffer an 
initial attack of one of the diseases of the 
heart itself will die during the year in 
which they have the attack—44 out of 
100. And of the 44 men who die, 19 will 
die within 24 hours of the attack. Heart 
disease for men is a powerful and a quick 
killer after they reach middle age. 

Younger men—20 to 44—die almost as 
often and as quickly from initial heart 
attacks, but far fewer men in this age 
group are likely to be afflicted. From 20 
to 29, for example, the prevalence of heart 
disease in men is less than 2 in 100; from 
80 to 39, less than 3 in 100, and from 
40 to 44, less than 5 in 100. That again 
goes to show that heart disease is partial 
to the older age groups. 

One point the statistics seem to make 
is that men become more liable to heart 
disease at the time of life when they usu- 
ally approach the peak of their earning 
power and are shouldering their heaviest 
responsibilities. The prevalence of heart 
trouble jumps to almost 6 in 100 for men 
of 45 to 49. By age 55 to 59, nearly 12 
in 100 have heart or circulation troubles. 
At 60 to 64 nearly 17 are afflicted. And 
almost half of the men who get their first 
heart attack during these years will die 
from it within a year. 

These findings are statistical averages. 
They cover a wide group of individuals. 

Some persons, because of heredity or 
poor health, are more likely to have heart 
trouble than others. 

There also is a variation for different 
kinds of heart and circulation diseases. 
The big risk for men is in the diseases 
of the heart itself—-coronary thrombosis, 
rheumatic heart and similar conditions. 
Chances of death from hypertension, such 
as high blood pressure or even a brain 
hemorrhage, are less than from diseases 
strictly of the heart. 


The weather also seems to have an 
influence on heart attacks. More attacks 
occur in winter months—November, De- 
cember, January, February—than in other 
months. The fewest attacks occur in May 
and August. A person seems twice as like- 
ly to have a heart attack in January as 
in May or August. 

Chronic heart cases—cases in which 
people survive the first attack—do not 
appear so dangerous either to men or 
women. If they survive the first attack 
their chances of living through later at- 
tacks are far brighter than the odds they 
faced the first time. 

In the middle age group—45 to 64- 
about 17 of 100 men with diseases of the 
heart itself will die next year. That’s the 
rate for all cases in that age group—both 
new and recurring cases. It compares 
with a death risk of 44 in 100 for men in 
their initial attack of heart diseases, 
What the precise death risk is for chronic 
cases is not known. But, in that age 
bracket, the rate for initial heart attacks 
is more-than two and a half times as high 
as for all cases together. 

Women heart sufferers have an even 
better chance of survival. Of 100 middle- 
aged women who will have heart disease 
during 1950, fewer than 7 will die during 
the calendar year. That includes chronic, 
as well as initial, attacks of heart disease. 
The comparable rate for initial attacks 
alone is 27 deaths in 100. So the statistical 
chance of death for a woman with chronic 
heart trouble is relatively small for any 
one year or any one attack. 

A normal mode of living, or a life of 
only moderately restricted activity, can be 
counted on by many people, both men 
and women, who know they have heart 
trouble. 

The first heart attack will take 7 out of 
10 sufferers off their jobs for a week or 
more in the 20-to-44 age group. For the 
middle aged, about 8 in 10 will be off the 
job for at least a week, and for the old 
about 9 in 10 will be disabled for that 
long or longer. 

After the first attack, however, the in- 
dividual often can continue customary 
activities. Men appear to be more sub- 
ject to disabling effects of attacks than 
women, And that’s particularly true of 
women after 35 or 40. 

When a disabling attack occurs, how- 
ever, it may be restricting for a long 
time. Taking all cases—new and chronic— 
of diseases of the heart itself, here is 
what is to be expected for those persons 


-who are disabled for at least a week dur- 


ing the year: 42 per cent will be off the 
job for four months or longer; 14.5 per 
cent will spend four months or more in 
bed, and 7 per cent will spend at least 
four months in the hospital. That, at 
least, is what happened during the year 
in which the survey was made. 
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Young people do not suffer from 
heart trouble as much as their elders, but 
heart disease in youth is by no means 
uncommon. Rheumatic heart kills more 
children between the ages of 5 and 19 
than infantile paralysis, meningitis, scar- 
let fever, measles and whooping cough 
combined. 

Moreover, the risk of early death from 
heart diseases is greater for a young per- 
son, boy or girl, than for a woman 20 to 44 
years of age. An initial heart attack un- 
der 20 means, on the average, 22 chances 
in 100 of death during the calendar year 
of the attack. Comparable risk for women 
20 to 44 is 15 in 100. 

Youngsters are likely to be disabled 
with heart trouble for a longer period 
than older people. Of 100 children with 
heart trouble, 78 will be disabled for a 
week or more. The reason for this longer 
disability is that most young persons who 
have heart trouble suffer from rheumatic 
heart, and rest is important in the treat- 
ment of this disease. 

Although the chance that a person un- 
der 20 will contract heart disease prob- 
ably is less than 2 in 100, the fact re- 
mains that heart trouble in youth is a 
problem that requires medical study and 
attention. 

Medical research into the causes 
and treatment of heart disease and re- 
lated ailments is expected to be aided 
by the facts uncovered in the survey of 
the Public Health Service. The facts also 
are expected to spur doctors and research 
workers to greater effort. 

Heart trouble is certain to occur more 
often in the population as the years 
go on, unless some preventive method 
for avoiding the diseases or some new 
treatments, are discovered. Diseases of 
the heart are established as maladies 
that accompany advancing age. And 
the average age of the people of the 
United States is advancing decade by 
decade. That means, under present con- 
ditions, more heart patients for American 
doctors. 

Concentrated study of heart trouble, 
however, is just beginning and is planned 
to increase in the years ahead. There are 
strong hopes that atomic energy, through 
use of radioactive isotopes, will give the 
medical profession a much clearer under- 
standing of how the heart works and the 
causes of the diseases that attack it. Ex- 
perience indicates that, when the cause 
is known, treatment and cure can be 
devised. 

Recent advances in medical science 
have enabled people to live longer. A 
girl baby, for example, now has a life 
expectancy of about 70 years, These ad- 
vances have come through the conquest 
of diseases and ailments that attack and 
kill younger people. The next problem is 
to attack the ailments of age. 
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British Have a Boom in China 


Communist-menaced Hong 
Kong is bustling with business. 
British traders are out to make 
big money while they can. 

Stores are filled with luxuries. 
Night clubs and theaters are play- 
ing to standing room. Ware- 
houses are bulging with goods. 

Chinese Communists can cut 
the colony off at will, starve it out 
of action without a war. But, for 
now, the idea is to deal with the 
Communists, not resist them. 

People in Hong Kong feel that this 
prosperous British Crown Colony is 
living on borrowed time. The Chinese 
Communists are just across the fron- 
tier. The British, anticipating trouble, 
have strengthened the Hong Kong gar- 
rison. But, for the time, business is 
booming. 

The British are confident that the Com- 
munists consider Hong Kong useful to 
them as a trade link with the West and 
will avoid trouble-making—for now at 
least. Neither British nor Communist 


troops are on the frontier. The border is 
open. Thousands of Chinese cross it daily. 


Reported from HONG KONG 


Telephone lines are operating from 
Hong Kong to Canton and other Chinese 
cities that are in Communist hands. Ef- 
forts are being made to resume through 
traffic on the Hong Kong-Canton railroad, 
which now interrupts trips at the border. 
The Communists, in their propaganda, are 
silent about any plans for Hong Kong. 

But nearly everyone in the Colony re- 
gards the present honeymoon of Hong 
Kong and the Communists as temporary. 
Most residents are certain that, sooner or 
later, the Communists will decide to take 
over. So they are cashing in while they 
can. Hong Kong business is flourishing 
now and is expected to become even bet- 
ter in the months ahead when full trade 
is established with Communist China. 

Good times are evident everywhere, 
despite the nearness of China’s civil war. 
Hong Kong’s streets are crowded with 
hundreds of new limousines, many of 
them owned by wealthy Chinese who es- 
caped to the Colony ahead of the Com- 
munist armies. Stores bulge with goods 
and luxuries from a dozen countries— 
typewriters, refrigerators, fountain pens, 
cigarette lighters, American and British 
clothing of the latest styles. The popula- 
tion, close to 2 million, is nearly double 
what it was before World War II. 

Smartly dressed Chinese women stroll 
through the narrow streets or take after- 
noon tea in the lounge of the fashionable 
Hong Kong Hotel. Night clubs, where 





HONG KONG: THE BRITISH LION 
Beneath this Crown Colony’s air of well-being, there is a sense of apprehension... 
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Editor Sees How Business 
Is Done With Communists 


Chinese Communist forces are at 
the threshold of Hong Kong, Brit- 
ain’s thriving Crown Colony and 
trade oasis in the Orient. 

To see how Western business- 
men and officials are faring in the 
face of almost certain trouble, Jo- 
seph Fromm, U.S. News & World 
Report Regional Editor for the Far 
East, went to Hong Kong to live 
awhile among the colony’s resi- 
dents. The story of what b> found 
appears on these pages. 











pretty dancing partners are available at 
$2 an hour, are crowded with guests. 
The restaurants offer the fanciest cuisine 
in Asia. Elaborate, air-conditioned thea- 
ters are sold out for every performance. 

Beneath this air of well-being, how- 
ever, is a sense of apprehension. Business- 
men, discussing a Communist move 
against the Colony, talk in terms of six 
months or a year. The most optimistic 
say two years, at most. They are hopeful 
that the British, as they say, “will muddle 
through somehow.” But the best-informed 
observers think that the unofficial truce 
will be comparatively short. 
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The British already have strengthened 
Hong Kong’s defenses. The garrison has 
been built up from less than 5,000 men 
to 35,000 during the last six months. Two 
squadrons of Spitfires are stationed in the 
Colony and a naval squadron is on perma- 
nent duty in Hong Kong harbor. 

Although the additional troops are 
comforting, few residents expect trouble 
to start with a direct attack by the Com- 
munists, Such an attack, they argue, could 
Jead to war with Britain and perhaps the 
United States. Nobody thinks the Com- 
munists want to take that risk now. The 
greatest risk to British rule, they say, is 
to come from inside the Colony. 

Communist influence is growing. 
The Communists are strong in the trade 
unions, which embrace 130,000 workers. 
Unions controlling public utilities and 
dockyards are outspoken in their alle- 
giance to the Communists. In addition, 
Hong Kong's food supply comes almost 
exclusively from Communist China. 

The Communists are able to cut Hong 
Kong off from China’s trade whenever 
they choose, Hong Kong without China 
would be like a tree without roots. 

A signal from the Communists could 
deprive the Colony of its daily food. Dock 
strikes could tie up delivery of goods and 
hamper other vital services. Despite the 
increased force of British troops, most 
Hong Kong observers know that the 
Colony is almost defenseless against the 
most powerful weapon in Communist 
hands—economic blockade. 

In addition, few of the hundreds of 
thousands of Chinese who live in the 
Colony have any feeling of loyalty to 
Britain or Hong Kong. This great floating 
population, which moves freely across the 
frontier, regards China as its motherland. 
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The Communists, appealing to native 
patriotism, are sure they can count on the 
support of Hong Kong’s Chinese residents. 

But, for the present, the Communists 
apparently find Hong Kong useful as a 
British Colony, It provides a trade outlet 
to the rest of the world at a time when 
they need it. They are soft-pedaling the 
Hong Kong issue and making a bid for co- 
operation with the British. 

The Colony, as a result, is looking for- 
ward to prosperous days. China, which 
normally accounts for nearly half of 
Hong kong’s trade, is supplying only 20 
per cent of it now, but the loss has been 
offset by greatly increased trade with the 
other countries of Asia. 

Both the British and the Communists 
are anxious to get more business moving 
through Hong Kong. It is important to 
the British since they operate shipping 
lines. docks, warehouses, banks and in- 
surance services. British businessmen are 
reluctant to impose any new restrictions. 
As one Hong Kong official put it: 

“We have to live with the Communists. 
We want the fewest possible restrictions 
on trade.” 

Trade with North China, which has 
been controlled by the Communists all 
year, is twice as great now as it was in 
1948. An increase in trade with Central 
China is developing, in spite of a sur- 
prisingly effective blockade of Shanghai 
by the Chinese Nationalists. 

But it is South China that normally is 
Hong Kong's most important source of 
business, and commerce with that area is 
down to less than half what it was before 
the war. Hong Kong’s warehouses are 
filled with undelivered goods, destined 
for South China but held up by the civil 
war and Nationalist blockade, Every 





warehouse is packed, and emergency 
shelters have been built for the overflow. 

The goal of British business interests 
is to step up trade with Communist China 
while they can in order to avoid a critical 
depression in Hong Kong in the weeks 
ahead. 

British recognition of the Communist 
Government is regarded by authorities 
and businessmen as a dollar-and-cents 
proposition. The Far Eastern Economic 
Review sums up the attitude of most of 
Hong Kong’s Britons in these words: 

“The hesitation displayed by the Brit- 
ish Government over coming to a de- 
cision with regard to recognition of the 
Communist regime in China is extremely 
disappointing to commercial circles in 
Hong kong, where delay creates further 
uncertainty as to trade relations between 
the Colony and China. 

“Nonrecognition is unthinkable. It 
would not bring about the failure of the 
new order in China, but would give 
ground for intensified propaganda, lead 
to restrictions against future trade facili- 
ties and would inevitably create serious 
trouble for Hang Kong itself.” 

It is clear to the visitor, after a stay 
in Hong Kong, that the Colony is out to 
do all the business it can with the Chi- 
nese Communists for as long as possible. 
The Colony is so busy encouraging the 
China trade that there is little inclination 
to worry about what will happen if the 
Communists decide to crack down. 

But most of the British who have been 
in Hong Kong for any length of time feel 
certain that a showdown between them 
and the Communists is a matter of months 
away—a few years at best. They are con- 
vinced that the thriving community is 
flourishing on borrowed time. 


—Photos from ‘Wide ar Black Star, Ewing Galloway 
THE TROOPS 
. . . but right now business is flourishing despite the nearness of China's civil war 
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ARGENTINA: EXIT FOR U.S. FIRMS? 


Doing business in Argentina is 
getting more difficult for Ameri- 
cans. Some big U. S. plants are 


closing down. 


Inflation, Government red 
tape, shortage of dollars are pil- 
ing on new troubles. Getting raw 


materials is a headache. 


Per6én Government, about out 
of dollars, is trying to step up 
U. S.-Argentine trade. But busi- 


nessmen are pessimistic. 


Juan D. Perén’s Argentina is run- 
ning downhill at a rate that alarms 


American business interests in 


the 


country. Many Americans, long estab- 
lished, are pulling up stakes and get- 
ting out. Others would like to if they 


could cut their losses. 


Some U.S. companies, looking for 
investment opportunities abroad, have 


*1,200,000, 000 


shied away from Buenos Aires after 
making extensive surveys. Condi- 
tions have turned so bad that doing 
business in Argentina has become 
impossibly risky for many. 

For those who stay, inflation is 
eating away their property. Be- 
cause of Government rules, they 
can’t convert their profits into 
dollars. They can’t get needed 
parts or supplies from the United 
States. Red tape is a constant har- 
assment, and over all is the threat 
that the Perén Government will 
move in and take over any success- 
ful business. 

At the root of the trouble is the 
fact that President Perén is about 
out of dollars and gold. Trade be- 
tween his country and the U.S. is 
dragging bottom (see charts) and 
operating costs are mounting. So 
is the feeling of insecurity among 
businessmen. Some of the biggest 
plants owned by Americans are 
shut down. 

Doing business with Peron is 
becoming more difficult. The coun- 
try owes U.S. exporters 140 mil- 
lion dollars in back bills. Some 
American creditors haven't been 
paid for merchandise delivered 
back in June, 1948, because there 
aren't enough dollars to go around. 
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Reported from BUENOS AIRES 


At the current rate of repayment, it will 
take 13 years to wipe out the debt. 

A loan from the U.S. would solve 
President Perén’s immediate problems, 
but he would have to break a political 
promise to get it. He has told his sup 
porters he would cut off his hands rather 
than accept an outside credit. Aside 
from that, Washington hasn’t shown any 
great disposition to encourage Argentine 
feelers for big Government credits. The 
U.S. would first like to see firm guaran- 
tees that there will be no discrimination 
against Americans. U.S., for example, 
has protested officially against harass- 
ment of American foreign correspondents, 
but to no avail. 

What is happening to American 
businesses under President Perén can be 
seen by looking at a few examples: 

Assembly plants of two big Ameri- 
can automobile-manufacturing companies 
have been forced to shut down because 
they can’t get parts from the U.S. They 
see little prospect of reopening soon. 

Other American firms, among them a 
tire company and two big farm-implement 
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plants, are operating on a part-time 
basis. Some have kept going by sub. 
stituting European materials for those 
they usually buy in the U. S. 

American meat-packing plants are un- 
der constant pressure from the Perdn 
Government. They are operating on a 
day-to-day basis and their costs have 
soared. 

U. S. construction firms are considering 
abandonment of contracts because the 
bills owed them are unpaid. Paralysis 
has struck even the big San Nicolas steel 
mill, a pet project of the Argentine 
Army, for which two of the biggest in- 
dustrial firms in the U.S. prepared the 
plans. 

Film distributors are running out of 
new pictures from Hollywood, and they 
are not allowed to bring in any more. 
Along with air lines, shipping compxnies 
and most other American businesses, they 
are watching their piled-up earnings dis- 
appear in inflation. They cannot take 
their profits out of the country in dollars. 

Electrical utilities, owned by Ameri- 
cans, are hard put to maintain service. 
They cannot bring in equipment to 
replace worn-out parts or to expand 
services. Also, they never know 
when the Government might de- 
cide to step in and take over their 
properties, 

American insurance companies 
find themselves under incre: 
pressure. Argentine branches of 
American banks have been re- 
stricted to the point where they can 
do little but perform as mere agents 
of the Argentine Central Bank. 
They have ‘practically no control 
over deposits and loans. 

The nervousness among Ameri- 
cans affects all lines of business. A 
big Chicago merchandising firm, 
branching out in Latin America 
with stores in Mexico and Brazil, 
made a careful study of conditions 
and opportunities in Argentina. 
The Chicago firm decided not to 
risk opening a store in the country 
at this time. 

Reviving trade between Ar- 
gentina and the U. S. could solve a 
lot of the present problems, as 
businessmen see it. But there is no 
prospect now of a brisk spurt in 
that trade. The trouble goes back 
to the dollar situation. Britain is 
Argentina’s biggest customer, but 
Britain cannot pay off in dollars. 
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The result is that it is impossible for Ar- 
gentine industries to get dollars with 
which to buy the things they need in the 
United States. 

Earning dollars is not easy. In some 
cases, the policy of the Perén Govern- 
ment seems to work against it. Tourists, 
for example, would bring a lot of U.S. 
currency into the country, but police and 
document controls make an Argentine 
vacation seem hardly worth the effort to 
many. Travelers must spend precious 
time appearing personally before police 
authorities on entering the country or 
moving about from place to place. They 
cannot stay at hotels or buy local trans- 
portation without police control cards. 
Result is that many North Americans cut 
Argentina off their itineraries. 

The Marshall Plan has not succeeded 
in moving many dollars into the country. 
Up to now, Marshall Plan countries in 
Europe have been reluctant to spend 
their dollars on Argentine commodities 
priced above the world market level, and 
U.S. officials have not encouraged them 
to do so. 

Total Marshall Plan dollars spent in 
Argentina during the first year came to 
less than 10 million dollars, a drop in 
the bucket. Officials hope now that Ar- 
gentine prices will move closer to world 
prices and bring an increased flow of 
dollars from Europe. But it has not 
started to show up yet. 

The present plight of the country con- 
trasts sharply with conditions in Argen- 
tina at the close of World War II. Then, 
Argentina had well over a billion dol- 
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lars’ worth of gold and U.S. reserves. 
But most of it went to finance the Peron 
Five Year Plan that now has_ been 
shelved. As a result, all of the dollars and 
most of the gold are gone and there isn’t 
enough trade to replenish the supply. 
The situation is so bad that the Perén 
Government recently went off the gold 
standard. 

President Perén now is making a ges- 
ture toward paying past-due bills owed 
to American exporters by setting aside 
30 per cent of all dollar revenue to apply 
to old accounts. But paying off at that 
rate is certain to be a slow business, 
running into years. He also is easing up 
a little on export restrictions, and a com- 
mission of U.S. and Argentine experts 
is at work, trying to find ways of getting 
more Argentine products into American 
markets. 

Argentine members of this commission 
have spent two months going over the 
problem in Washington with American 
officials. Now they are visiting business- 
men in the larger American cities. Their 
idea is to find out just what Argentine 
products the American market will take, 
and then to tell President Perén how to 
go about getting into that market. 

Businessmen in Argentina are skeptical 
about what the commission can accom- 
plish. Their feeling has been that Presi- 
dent Peron is not willing to go far enough 
in easing the restrictions he has placed 
on trade. Some U.S. officials are more 
hopeful, however. They point out, for 
example, that the Argentine Government, 
on recommendation of the commission, 











IMPORTS / 
FROM U. S. 


© 1949, ByU. S. News Pub. Corp. 


recently reduced from 20 per cent to 5 
per cent the profit it charges on exports 
of canned meat to the U. S. The Govern- 
ment also has reduced the prices of hides 
and wools. 

Beyond the trade difficulties is the 
threat of Government seizure. That is 
making many U. S. investors wary of the 
country. The new Peron constitution not 
only provides that foreign trade may be- 
come a state monopoly, it also makes it 
legal for the Government to take over all 
public services. In addition, the Govern- 
ment can deduct from the value of prop- 
erties it seizes any amount which it re- 
gards as “excessive profits” for many 
years back. Some companies fear that, 
under this provision, they will have to 
pay for being expropriated by the Gov- 
ernment. 

The outlook for doing business in 
Argentina consequently is far from clear 
enough to quiet the apprehensions of 
many North Americans. A slight in- 
crease in Argentine exports to the U.S. 
is taking place now, encouraging some. 
The increase results mainly from devalu- 
ation of the peso and from recent 
changes in export policies. 

As the business community sees it, if 
President Peron is willing to change his 
trade policies enough, he can get the 
country in shape to pay off its old ac- 
counts and to buy needed goods in the 
U.S. on a modest scale. If he decides 
against relaxing Government red _ tape, 
however, the troubles of the American 
businessmen are almost certain to go 
from bad to worse. 


25 








U.S. News & World Report 





SOVIET’S STEEL TRICK BACKFIRES 


U.S. Gets Plenty of Manganese Elsewhere 


Flank attack in the economic 
war between U. S. and Russia is 
beating Moscow. U. S. is winning 
the battle for manganese. 

Russia, once the big supplier, 
tried to pinch American steel 
industry by cutting manganese 
shipments. So U.S. developed 
new supply sources. 

Vital metal now comes from 
India, Africa, etc. Russia, by- 
passed, has lost out on a valu- 
able source of U.S. dollars. 


Russia has lost another skirmish in 
the “cold war.” 

The United States doesn’t need Rus- 
sian manganese any more. That’s im- 
portant because it takes from 10 to 40 
pounds of manganese to make a ton of 
steel. The U.S. steel industry now is 
independent of Russian sources of sup- 
ply. A year ago that was not the case. 

Behind this development is a story of 
economic maneuvering that began about 
a year ago when tension over the Berlin 
blockade was at its height. The U.S. 
shut off all shipment of goods to Russia 
that could add to that country’s military 
strength. Russia thus found that U.S. 
sources of supply were closed to them for 
machinery, tools, trucks, scientific instru- 
ments and other industrial goods. 

Russia countered by shutting off man- 
ganese exports to the United States. The 
Soviet Government obviously hoped to 
cripple the U. S. steel industry and force 
a trade deal. And it looked as though 
the Russians had a strong bargaining 
position. The U.S. had been getting 
from a third to half of all its manganese 
from Russian mines. 

The U.S. acted fast. Government 
officials and steel-industry executives be- 
gan immediately to look for other sources 
of supply. The chart shows how suc- 
cessful this effort has been, but it only 
outlines the story. 

In South Africa, for example, manga- 
nese deposits were known, but the ore 
had to be shipped from interior mines to 
the coast. South Africa had no freight 
cars. Neither did the U.S. have any 
freight cars to spare. So U. S. authorities 
allocated steel to Canadian equipment 
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firms. Canadian firms made the freight 
cars, shipped them to South Africa. South 
Africa mined the manganese and shipped 
it to the coast in the Canadian-made cars. 
Result: South African shipments of man- 
ganese to the U.S. jumped from 80,000 
tons in the first nine months of 1948 to 
more than 100,000 tons in the same 
period of this year. 

India provides a more spectacular 
achievement. India, like South Africa, 
lacked freight cars and was handicapped 
by a worn-out railroad system. U.S. and 
Indian officials went to work. India got 
steel to repair the railroad system; the 
United States was promised the increase 
in manganese output. 

The result of this deal was that India’s 
shipments of manganese jumped from 
72,000 tons in 1948 to almost 145,000 
tons in 1949. India now sells more man- 
ganese to the U.S. than Russia did in 1948. 

The African Gold Coast is the third 
major supplier of U.S. manganese. Per- 
cerltagewise, the Gold Coast has done as 
well as India in doubling shipments. 
This British Colony sent 107,000 tons 
of manganese to the U.S. in the first 
nine months of 1949, against 43,000 tons 
in the 1948 period. The Gold Coast was 
provided with railway and port equip- 
ment so shipments could be stepped up. 

These three sources of supply now 
provide the U.S. with about two thirds 
of the 700,000 tons of manganese needed 





Source: Commerce Dept. 


each year. A year ago, they were supply. 
ing less than a third of national needs, 
The remainder imported comes from 
Brazil, Cuba, Mexico, the Philippines, 
Angola, the Belgian Congo and Chile, 
About 10 per cent of the supply for the 
steel industry comes from domestic mines, 

Russia failed in the attempt to choke 
the U.S. steel industry by cutting off 
sales of manganese. The Soviet failure 
may be worse than that from a Russian 
viewpoint. Russia may have lost per- 
manently one of her best dollar markets. 
Shipments of Russian manganese to the 
U. S. were reduced by more than 100,000 
tons during the nine-month period for 
which records are available. Meanwhile, 
the U.S. bought more than 165,000 tons 
from other sources. 

The United States probably would 
continue to buy Russian manganese if 
the metal is offered. It is needed for 
stockpiling. But it is doubtful if Russia 
ever again can count on as large a market 
as before. In fact, U. S. efforts to develop 
other sources of supply probably have 
shrunk the world market for the Russian 
product. Soviet satellite countries offer 
a very small market. Britain buys from 
the sterling area the manganese needed 
by British steel plants. 

The battle for manganese, which was 
but another phase of the cold war, ap- 
pears to have ended by inflicting perma- 
nent economic damage to Soviet Russia. 
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>> Timetable for rebuilding Western Europe's defenses is out of whack. 

Theory was that Western Europe could be ready to halt a Soviet invasion by 
the time the Marshall Plan ended in 1952. Now Europeans aren't so sure. 

Fact is that rearming of Western Europe even with U.S. help, is to take a 
minimum of four or five years. Target date, thus, is nearer 1955 than 1952. 

Atlantic Pact defenses, as of now, are largely paper defenses. 

If war came tomorrow, the generals wouldn't be ready. 








>> It's a situation that worries the military leaders of Western Europe. They 
don't expect a Soviet attack now, but they have their fingers crossed about the 
possibility two or three years from now. Indications are the Atlantic Pact 
nations won't be ready by that time. In Paris, at military headquarters, the 
generals are discouraged by their difficulty in getting the Pact off the ground. 
Their public agreement with U.S. officials on a strategic plan for the 
defense of Europe sounds fine but actually is just a paper plan. Its purpose is 
to satisfy terms of U.S. aid, permit U.S. arms to start flowing to Europe. Real 
agreement on the operating details of European defense is yet to be worked out. 


>> Behind the scenes in Paris, where the generals are trying to plan.eecee 

Question of German Army is just one of several complications. 

Planners can't plan for the defense of Western Europe, including Western 
Germany, without assuming the help of trained German man power. U.S., Britain 
and France can't, in peacetime, scrape up the needed 40 divisions themselves. 

Statesmen in Paris, London, Washington, however, don't dare approve the 
rearming of Germany now. Public opinion, especially in France, is against it. 

Germans themselves, just to add to the confusion, now say they won't serve 
as cannon fodder, won't hire out as mercenaries like the Hessians of old. If 
Germans have to fight, they're for a German Army, run by Germans. Way to begin, 
some urge, is to build West German police into an army, as in East Germany. 








>> Other questions puzzling the generals, delaying the defense build-up..... 
How many troops will U.S. supply? At present, U.S. has the equivalent of 
one and a half divisions in Germany. If trouble starts, more U.S. troops are tc 
be expected. Question is, how many, and how fast will they be shipped over? 
How much help from Britain? This is another unanswered question. There's 
agreement that Britain is to supply both troops and air Support, but no agree- 
ment on exactly how many divisions, how many air squadrons, where and when. 
How much help from France? Assumption is that French troops will serve as 


the backbone of Western Europe's defense. It's still uncertain how many troops 
(over) 
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WORLDGRAM-- (Continued) 


France will have available, and when. It's doubtful that France can at the same 
time build a big army at home and support 180,000 troops in Indo-China. 
Who is to be commander in chief? This belongs with the unsettled issues. 





Where's the main front to be? Some say the Rhine, some say the Elbe. It 
depends partly on the size of the forces available to the West. Since this is 
unsettled, the question of locating the main front line is also unsettled. 

Who is to pay how much? This is a question the generals are referring to 
their finance ministers right now. No one has a clear answer just yet. When an 
answer does come, in the form of military budgets in each of the Atlantic Pact 
-nations, it will be possible to see what the Atlantic Pact is to amount to. 

Until all these questions are answered, the generals in Paris are in the 
position of commanders who know where they want to go, but not how to get there. 








>> Russia, having satellite trouble, is in poor shape to start a war. 
Purges, public trials are stirring things up throughout Eastern Europe. 
One result is to make Russia's first line of defense, the area in Eastern 
Europe from the Baltic down to the Adriatic, unreliable for the time being. 
Eventually, purges are supposed to strengthen Russia, make Moscow's hold 
on the satellites absolute, really make them part of a Soviet empire. 
Temporarily, though, purges are a sign of weakness, of insecurity. 








>> As for the current crop of purges in the Soviet sphere..... 

Bulgaria is getting a complete overhaul by Moscow. One purpose is to get 
the country producing more grain, get further along with collectivization. An- 
other purpose is to liquidate Communists who won't follow Moscow's orders. 
Result is Bulgaria is getting a new set of Communist leaders. It's a major upset, 
however, to have the key defendant in a public trial deny his guilt. For Moscow, 
this spoils the effect of the trial, may encourage others to defy Soviet. 

Czechoslovakia, on Moscow's orders, is going after Catholic priests, farm- 
ers, businessmen and unreliable Communists. Gradually, the Church's power in 
Czechoslovakia is being whittled away. But Communists, too, are under attack 
for failing to follow Moscow's orders closely enough. A party purge is on. 

Poland appears to be next in line for a wholesale purge within the party. 
Poland's Communist Party, it has been warned by Moscow, is honeycombed with 
weaklings, spies, saboteurs, with Communists too friendly toward the West. 





>> Purge record over the last 12 months looks like this: 

In Bulgaria, 179 persons have been convicted of spying, 22 executed. 

In Czechoslovakia, 319 have been convicted, 44 executed. 

In Hungary, 88 have been convicted. Of these, 10 were executed. 

In Poland, 354 have been put on trial, and 23 executed. 

In Rumania, 55 have been convicted of spying, 16 executed. 

This totals to 995 accused of spying, 115 executed, so far as is known. 
This is exclusive of thousands fired from jobs or sent to forced-labor camps. 














>> It's all part of a pattern laid down in Moscow, reflecting Soviet fears. 
Major purpose is to put satellite governments in hands of Communists sure 

to be completely loyal to Moscow. Party purges, thus, are of top importance. 
Effect iS to liquidate some of the ablest men, give jobs to party hacks. 
Moscow fears, though, never end. Purges are likely to continue. 
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H TF sponsors the finest gift for all the family 





apelvait TELEVISION 





with world-famed Capea tone and Polatron* picture-perfection 


The International Telephone and Telegraph Corporation suggests a matchless gift that 


the whole family will cherish. The new Capehart, produced by Capehart-Farnsworth, 


an ITT associate. brings television to life 





through its miraculous tonal fidelity, and its 
exclusive Polatron picture tube that provides 
startling realism, depth and brilliance of image. 
Give the new Capehart...a glorious instrument 


in an heirloom cabinet. Give the finest in television! 








With ordinary tube With Polatron 
No other tube does what Polatron does! 








INTERNATIONAL TELEPHONE AND TELEGRAPH CORPORATION, NEW 





YORK *T. M. Reg. 





U.S. Census of Manufactures Proves— 


INDUSTRIES ARKIN 
NEW PLANTSIN 
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Whe trend continues 


In the 1948 survey made by the Pennsylvania Department 
of Commerce, 1,086 companies reported that they planned to 
make even greater expenditures for new construction and 
equipment in 1948 than in 1947 or 1946. Preliminary reports - 
made since then indicate that they equalled or exceeded their 
estimates, so the final reports on 1948 should show Pennsy]l- 
vania again commandingly in the lead. 





\REINVESTING MORE MONEY IN 
ITSIN PENNSYLVANIA 
HAN IN ANY OTHER STATE 


In its preliminary report (MC 100-8) 
released October 11, 1949, the Bureau 
of the Census shows that more than 
$533,800,000.00 was invested in new 
plants and equipment in Pennsyl- 
vania in 1947, the last full year for 
which reports are available. 

This is more than for any other 
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State in the nation. It is nearly five 
times as much as was spent for the 
same purposes in 1939, 

Pennsylvania led all the nation in 
the amount of money invested in 
new plants alone. It led all but one 
State in the amount invested in new 
equipment and machinery. 

It led all but one State in “value 
added by manufacture.”’ In this 
classification, its $6,900,000,000.00 
exceeds that of all the South Atlantic 
States combined. 

The Census of Manufactures does 
not include in this tabulation any 


of the money spent for mines, public 
utilities, or any non-manufacturing 
facilities of companies engaged pri- 
marily in manufacturing, (such as 
expenditures in developing oil wells 
or distribution channels) nor does it 
include expendityres made by owners 
of plants or equipment leased to 
manufacturers. In a survey made 
in 1948, utilities and mines re- 
ported that they spent more than 
$245,195,000.00. This, added to the 
figure reported by the Census of 

Manufactures, would show a total ~ 


of at least $778,995,000.00. 











N. J. IND. 


What This Means to You 


The millions of new capital being poured into plants in 
Pennsylvania is the best evidence that many companies, 
large and small, find Pennsylvania a fine place for them to do 
business. We are sure you will find it equally fine for a branch 
plant of yours. We will be glad to help you gather any facts 
or figures you want on sites, labor supplies, raw materials 
resources, accessibility to markets, etc. 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.’ 

GEORGE WASHINGTON 





BRITAIN’S BATTLE FOR SURVIVAL 


AN INTERVIEW WITH SIR STAFFORD CRIPPS 


British Chancellor of the Exchequer 





EDITOR’S NOTE: More than any other one man, 
Sir Stafford Cripps is the manager of Great 
Britain’s battle for survival. He and the present 
Labor Government are trying to work Britain 
through a dangerous financial crisis without aban- 
doning any of the socialist goals of their welfare 
state. To help solve the problems of Britain, the 
Government now is benefiting from large-scale 
assistance from the United States. 

Charles H. Kline, Associate Editor of U. S. News 
& World Report in London, sat with Sir Stafford 
for an hour in the British Treasury while the 
executive who has become known as “the busiest 
man in England” discussed his program. We pre- 
sent this extraordinary conversation on the follow- 
ing pages. It is the first exclusive interview Sir 
Stafford has given any American publication since 
he took over the direction of Great Britain’s eco- 
nomic life. 








SIR STAFFORD CRIPPS is known to his political 
friends and enemies alike as ‘Austerity Cripps.” 
He lives and looks the, part with a quiet humor 
that makes him far less grim than he seems. 

An ardent socialist, Sir Stafford was the highest- 
paid lawyer in England before World War II. He 
gave up his practice to enter public service shortly 
before the war started. As wartime ambassador to 
Moscow he negotiated his country’s first alliance 
with the Soviet Union. Later he helped start India 
toward eventual independence. 

At the time the present Government took over 
in 1945, Sir Stafford was made President of the 
Board of Trade. When Britain’s economic crisis 
deepened in 1947 he became Chancellor of the Ex- 
chequer. In that role he directs British trade with 
one hand and British taxes with the other. The 
combination gives him peacetime powers almost 
unprecedented in his country. 








Q Do you foresee a stopping point, Sir Stafford, for 
outright gifts of United States dollars to Britain? 

A I hope very much that when the Marshall Plan 
is over all question of gifts and exceptional payments 
will end. I do not think that you can go on with these 
temporary expedients for more than a certain period 
of time; if you do, it tends to make the possibility of a 
fundamental solution less. We have to concentrate on 
a fundamental solution and not upon these temporary 
expedients. 

Q Do you believe devaluation—the cut last Septem- 
ber in the dollar value of the pound—is now helping 
Britain to pay her way in the world? 

A I am quite sure that devaluation, with the appro- 
priate steps we have taken in this country to economize 
in Government expenditure and capital expenditure, 
has given an opportunity to the British traders and 
manufacturers to step up their exports to the dollar 
area sufficiently to improve the situation very ma- 
terially, provided the markets in the dollar area are 
kept open, and indeed are opened rather further by 
the adjustment of customs tariffs and so on. 





Q Among Americans the argument is sometimes 
made that United States gifts are underwriting so- 
cialism in Britain, that socialism could not work with- 
out such help. What would be your comment on that 
argument? 

A I do not think it has any relevance one way or 
the other, whether we happen to have in this country a 
socialist economy, or a mixed economy as we have to- 
day, or a purely capitalist economy, which we have 
not had for a hundred years. I do not think it would 
make any difference to the question of our supply of 
raw materials and foodstuffs, which is the essential 
function which is being performed at the present time 
by the dollar. 

We have to judge internally how best we can maxi- 
mize our production, in order that we can import and 
pay for these things. Our view is that under the exist- 
ing circumstances we are doing the best job with the 
type of mixed economy that we have now got, and 
that any major alteration in it would probably reduce 
our ability to pay for the goods we import into this 
country. 


U.S. News @ 

























ir 


v~ 02 OU NS © 


we we oO 


World Report 





“| wholly disapprove of what you say but will 
defend to the death your right to say it.’’ 
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Britain’‘s mixture of socialism and capitalism is called good business and not much unlike 


America’‘s—He says U.S. gifts should end with Marshall Plan—Unless voters realize 


they are paying for own social benefits, he believes democracy can‘t work 


Q In other words, you regard the present mixed 
economy as good business? 

A Good business certainly, and as not very much 
more mixed in some senses than, for instance, the 
American economy. 

Q How do you appraise your recent steps to curb 
inflation internally? 

A I think that all the evidence there is—and there 
cannot be very much yet, because of course these 
measures have hardly started operating—but what evi- 
dence there is tends to show they are about of the right 
magnitude. There are certainly no signs of increasing 
inflation. If anything, the signs are in the contrary di- 
rection—a slight degree of disinflation coming about. 

We shall see in the course of a few months how this 
develops. If those steps show themsevles not to be suf- 





ficient, we can always take fresh steps at the time of 
the budget, but my own view is that they will prove 
to be quite sufficient. 

Q Is it really a question of whether you can get 
democracy sufficiently informed to realize fully its own 
problems? 

A I think the real question is whether you can get 
a democracy responsible enough to realize its own 
problems and, having realized its own problems, to act 
upon that realization. I think nothing has shown a 
greater degree of responsibility in democratic action 
than the recent action of the Trades Union Congress 
here in recommending all unions to accept present 
rates of wages, unless the cost of living rose or fell by 
as much as 6 points, or say about 5 per cent. 


(Continued on page 34) 
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“... lam not quite so socialistic perhaps as some of my American friends” 























A Trades Union Congress committee has taken the 
attitude that they would recommend all trade unions 
even to forgo the rights which have been guaranteed 
them under existing agreements. 

Q Could any one problem be singled out as 
Britain’s central problem? In other words, is it lower 
costs of production, greater production, more intens- 
ive salesmanship, or any combination of those three 
things? 

A I do not think the problem is any of these com- 
paratively minor elements. It is the whole question of 
the readjustment of the channels of trade in the light 
of the great changes that have taken place in the 
last 50 years in the economy of the world. This read- 
justment has got to be not only Britain’s effort, but 
also the effort of the various other countries in the 
world. ; 

Such questions had to be dealt with in our tripartite 
meetings in Washington, the discussions about OFKEC 
[Organization for European Economic Co-operation ] 
and the relationship between this country and the 
Commonwealth. All these are parts of that problem of 
getting the channels of trade right to enable us to re- 
balance our trade on a new basis in the light of what 
has happened in the last 50 years, especially the two 
world wars. 


Reliance on Private Enterprise 


Q What action is the Government taking, or can it 
take, to stimulate the sale of British goods for dol- 
lars? 

A This is a nice point. When I was in America a 
great many people urged me to get the Government 
to take over the export trade. I am not quite so social- 
istic perhaps as some of my American friends, and I 
pointed out to them that we could not go as far as 
that. We were prepared to do all we could to help 
private enterprise, but we thought it better on the 
whole to rely upon private enterprise to do the ex- 
port job. 

We have given it better opportunities by extending 
export credits, and by putting a bigger staff at its dis- 
posal in Canada and America in order to get the ma- 
terials and the facts and figures. In particular, we have 
offered to carry a big share of the risk of holding stocks 
in the U.S.A., which is a very important element in 
success and has been a bugbear to many exporters. 

We have got Americans and Canadians on the site 
to assist us in ascertaining the best ways of meeting 
the market demands. All this stimulation has I think 
had a considerable effect; but, primarily, the job is left 
to the energy and enterprise of British merchants and 
manufacturers. 

Q Since controls were removed from the export of 
textiles, is it true that exports now are not directed? 

A No, exports are not directed. They are stimulated 
in the right direction, but they are not compulsorily 
directed. 

Q What corresponding steps do you anticipate in 








the United States to make Americans more receptive 
to British goods? 

A The major factors that have to be dealt with are 
the customs regulations and the tariff provisions. | 
think that the Americans will be perfectly receptive to 
British goods of the right quality and price, provided 
that the British goods can get through the tariffs and 
the customs regulations on reasonable terms. But of 
course if those mean the addition of very large per- 
centages to the price, we cannot expect to be com- 
petitive in the domestic markets of America or Canada 
even with devaluation. 


Investing Instead of Giving 


Q Does the general situation suggest the necessity 
of long-term American investment in Britain and the 
Colonies and the Commonwealth? 

A Certainly it is part of the essential policy of any 
creditor nation, as we discovered in the nineteenth 
century, that it should ease the situation of debtor na- 
tions by investing very considerable sums according to 
the balance that it has in its trade with those countries, 
or with the monetary areas to which they belong. I 
think, therefore, it is essential, if America is not to give 
away dollars, that it should invest dollars to provide 
the purchasing power for American exports. 

Q Would you have any comment on American ap- 
prehensions about the safety of investments under so- 
cialism, or what place venture capital might have ina 
mixed economy? 

A I think the evidence of the place venture capital 
has in a mixed economy is the amount of venture 
capital that has been invested, say, in this country 
since the end of the war. That has been a large per- 
centage of the total capital investment in industry, 
running perhaps up to something like one third of the 
total and amounting to about 1,250 million pounds 
[3.5 billion dollars] of new money since the end of the 
war. A certain amount of that has in fact come from 
abroad, from Canada and America and from other 
places. 


Only Basic Lines Nationalized 


I do not personally think that there is any reason 
why, in modern circumstances, people should not in- 
vest capital in countries where that capital is liable to 
be nationalized at some subsequent date. If that should 
happen, compensation no doubt will be paid, as it al- 
ways has been paid, so far as this country is concerned. 
But of course nationalization is not in the least likely 
to happen in the many private-enterprise industries 
that exist, other than those which are basic to the 
economy. That is the line upon which nationalization 
has already proceeded in this country. 

Q Since coal, electrical power, gas and railroads 
among basic industrials are nationalized, can it be said 
that socialism is having much effect on industrial costs 
in Britain? 
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A Itis extremely difficult to arrive at any judgment. 
For one thing the socialization, or nationalization, has 
happened so recently in this country. The longest ex- 
perience is with coal. The other experiences are too 
short to arrive at any sort of decision. For another 
thing, because nationalization has happened in a time 
of such great industrial and economic flux, it is im- 
possible to say what would have happened if there had 
been no nationalization. 

But what one can say, particularly as regards the 
coal situation, is that recovery since nationalization 
has certainly been very remarkable indeed. It is a re- 
covery which most of us who have been concerned 
with running this country for the last ten years or so 
would not have thought possible, except by some 
major reorganization of the industry which could only 
take place upon the basis of nationalization. 

It is quite certain, too, that the degree of compara- 
tive contentment and freedom from labor trouble that 
has ruled in the coal mines since the end of the war 
has been largely due to the fact, first that nationaliza- 
tion was anticipated, and secondly that it was brought 
into being. Perhaps a few figures of what has happened 
are worth looking at. 


Comeback in Coal 


In 1947 there was a trading loss of 6 million pounds 
[16.8 million dollars] on the coal industry as a whole, 
and that was converted into a trading profit of 171% 
million pounds in 1948. Putting it in another way, the 
total deficit in 1947, after meeting capital charges 
which of course still have to be met by the industry, 
was 23 million pounds. That became a surplus of 114 
million pounds in 1948. In the first half of 1949 a clear 
profit of 614 million pounds [18.2 million dollars] was 
made after meeting all capital charges, so that ob- 
viously there is an improvement from the profitability 
point of view. 

Or take productivity: The output per man-shift, in- 
cluding all colliery workers, was 1.14 in 1938; it fell to 
just exactly 1 in 1944; it rose to 1.03 in 1946. In the 
first year of nationalization it rose to 1.07, in the sec- 
ond year to 1.11, and this year the average will prob- 
ably be 1.15 or 1.16. In fact it has gone as high as 1.2 
in recent weeks—over 16 per cent higher than at the 
time of nationalization 214 years ago. 

As for total output, before nationalization it was 
181 million; in 1947—187 million; in 1948—197 mil- 
lion, and this year somewhere between 202 and 207 
million. All these figures are for output from the 
deep mines alone, apart from opencast—what you 
call strip—mining which this year will yield about 
13 million tons [long tons, 2,240 avoirdupois pounds 
each]. There will be an export of 17 to 20 million 
tons this year, which was what we undertook to 
provide at the time when OEEC was first set up. I 
think on the whole one would say that was a very 
successful result. 

Q In what terms would you describe to the United 


States businessmen the projected nationalization of 
steel now that enabling legislation has been passed, and 
the Labor Government, if re-elected, will take the in- 
dustry over? 

A It is a matter of a choice between a private and a 
public monopoly. We came to the conclusion that both 
from the point of view of strategic interest, and of the 
fundamental economic interests of the country, it was 
essential, if there was to be a monopoly, that it should 
be in public control and not in private control, that 
it should be run in the national interests and not 
merely in the interests of the profits of the steel in- 
dustry itself. 

A great deal of reorganization and an enormous 
amount of new capital are required to bring the indus- 
try up to date. That too could only be found either by 
Government guarantees or by the Government itself. 
We felt the best way of doing it therefore was to take 
over the companies, acquire their shareholdings and 
reorganize them where necessary. 


Workers’ Efficiency 


Q If nationalization of steel, cement and sugar is 
carried out by a re-elected Government, would the 
proportion of private industry tg socialized industry 
still be roughly 80 per cent to 20 per cent, or would 
the proportion be altered substantially? 

A The 20 per cent includes steel, which was part of 
the first five-year plan of the Labor Party. The others 
would make only a trifling alteration to the percentage. 

Q What is your own view about the efficiency of the 
British workingman as related to the workers of other 
nations? 

A My own view, which I understand is shared by 
lots of American and other visitors to this country, is 
that if you give him the same degree of mechanization 
he will be as efficient as any worker from any country. 
I think the whole question of efficiency depends very 
largely upon the horsepower per man that is available. 
In this country that is very much smaller than in 
America, partly due to the fact that during two wars 
we have not been able to increase our amount of elec- 
tric power available, partly owing to underinvestment 
between. the wars. 


‘Democracy Must Be Responsible’ 


Q Incidentally, the American people now are de- 
bating whether to go in for more and more social-se- 
curity measures. As a general proposition, although 
politically popular, do you figure that social security 
can be made economically sound in a democracy 
where people can vote themselves bigger and bigger 
benefits? 

A That depends upon the responsibility of the de- 
mocracy. Of course if a democracy takes so irrespon- 
sible a view of its obligations that it only regards the 
Exchequer as a deep till into which it can perpetually 


(Continued on page 36) 
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dip its hand, I shouid personally suggest giving up 
democracy! 

But that is not how we look at it in this country. We 
feel that it is quite possible, by giving people the in- 
formation and the knowledge of economic facts, to in- 
still into them a realization that they themselves are 
in fact paying for their own social benefits by taxation 
and by other means, and that therefore they must 
exercise restraint in the way in which they utilize 
those benefits and also in the amount of them they 
demand. 

There is a tendency, of course, as I told Parliament 
last year and the year before, for Parliament, which 
has always been regarded as the guardian of finance, 
rather to become the perpetual demander of fresh ex- 
penditure. But that I think is only a temporary phase. 
I believe that any democratic assembly of that kind 
must and will realize its responsibilities on these 
matters. 


Change in Pattern of World Trade 


Q Sir Stafford, could you explain very briefly why 
Britain continues to have difficulties in paying her way 
in dollars despite the large postwar rise in industrial 
production and exports in general? 

A It is the result of a change in the pattern of world 
trade. Before the war the United Kingdom was able 
to earn enough gold and dollars not only to fill the gap 
in her own direct trade with the United States, but to 
finance the deficit of Canada and of continental Eu- 
rope with the United States. 

She did this partly through the interest she received 
on her investments, her income from shipping and 
other services, partly through the very substantial net 
dollar earnings of the other sterling-area countries 
(who sold their primary products to the United 
States), and partly through sales of gold. 

Now the investments have to a large extent gone. 
The net dollar earnings of the rest of the sterling area 
have turned into a net annual deficit and the gold they 
produce has mainly gone to meet this deficit. It has not 
been available to the United Kingdom for covering 
her own deficit. 

This all adds up to a tremendous change in our 
position and it explains why with our production one- 
third higher, our exports half as high again, our pro- 
ductivity steadily rising and the proportion of our dol- 
lar needs which we earn by our own exports 33 per 
cent above what it was before the war, we still have the 
difficulties you mention. It also shows how deeply af- 
fected the world economy has been by two world wars 
within 30 years of one another! 


Progress on Dollar Problem 


QA year or so ago I believe you said Britain 
was about halfway up the hill to recovery. If you 
were putting the position in a phrase now, what 
would that be? 


A I think a great deal has happened since then 
which perhaps has somewhat changed the general 
aspect. The fact of the Washington talks particularly 
has had a very large influence upon it, because now, 
for the first time, we are tackling the problem not only 
on an OEEC, but also on a tripartite basis, and funda- 
mentally. We are no longer dealing with the ques- 
tion whether we shall get through temporarily to the 
end of the Marshall Plan and then be on some sort 
of basis to proceed, but we are now really dealing 
with the question whether we can solve fundamen- 
tally the dollar-sterling problem. I would say we have 
made an extremely good beginning on that new line 
of attack. 

Q How do you regard occasional reports of dealings 
abroad in the pound sterling at rates below the official 
value of $2.80? 

A Dealings in pound notes will be bound to take 
place whatever the rate of exchange, as long as sterling 
is not convertible. You will always have a certain num- 
ber of people with pound notes who want particularly 
to buy some dollar commodity which is not purchas- 
able because it is not imported, for instance, into this 
market. On that basis you will always have a certain 
amount of sterling notes for sale at cheap prices in 
various capitals. 

So far as the genuine commercial depreciation is 
concerned, I do not think that that, or the “cheap 
sterling” transactions to which it might give rise, are 
at the present moment on a scale to jeopardize in any 
way our dollar-sterling recovery. 


Limits to ‘U.S. of Europe’ 


Q What is your attitude toward the so-called in- 
tegration of Europe—what is sometimes popularly 
called a proposed United States of Europe? 

A It very much depends, of course, what you mean 
by the term integration, which has never yet been de- 
fined exactly and means a great many different things 
to a great many different people. If it means, as many 
people think it means, a much greater degree of co- 
operation, liberalization of trade, freer movement of 
goods, the tendency to turn Europe into a single mar- 
ket instead of a lot of diverse markets—that of course 
we are all in favor of. 

We in the United Kingdom have done our utmost 
to encourage that by the various suggestions we have 
put forward both on the monetary and on the com- 
mercial side. But if it means some sort of linking up 
of the economies through organizations like customs 
unions which might jeopardize the position of the 
sterling area as a whole, then I think we should not 
want to go in for such close linkages. 

We know that the very wide degree of multilateral 
trading throughout the sterling area has been a suc- 
cess; and before joining some smaller area as yet un- 
tried, we need to see a good prospect that it will be a 
success, and in any event that it will not jeopardize the 
success of the sterling area. 
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The population of the dollar-account countries—as 
we call them—is about 245 millions. That of the ster- 
ling area is 580 millions. (The transferable-account 
area for sterling has an additional 490 millions, mak- 
ing a total of 1,070 millions or 45 per cent of the world’s 
population.) This gives you some idea of the impor- 
tance of these two trading areas, and of course their 
trade extends far beyond the boundaries of their own 
areas. 

Though our economic relations the United States of 
America and the United Kingdom are the concen- 
trated linkage of these two great populations, their 
production and their livelihood. That is why those 
economic relations are so vastly important and so de- 
cisive of world prosperity—or the contrary. 

But don’t get the idea that our membership of the 
sterling area is somehow in conflict with the interests 
of Europe. There is a very vast trade carried on be- 
tween the sterling area and the other Marshall-aid 
countries—something like 1,000 million pounds a 
year each way. The overseas sterling area is of great 
importance to Europe, and in 1948 Marshall-aid 
countries took nearly three times as much in value 
from it as in 1938—wool, rubber, jute, cocoa, tea 
and tin. Western Europe is also very interested in 
the overseas sterling area as a market in which to sell 
its goods. 

All this trade has been very much facilitated be- 
cause it is on a multilateral basis—because sterling is 
in common use as an international currency through- 
out the area. If the different countries of Europe had 
to conduct their trade with the sterling-area countries 
on a strictly bilateral basis (as no doubt they would 
have to do, if the sterling area did not exist), it would 
have to be balanced at very much lower levels than 
today. Europe would be deprived of a certain quantity 
of essential raw materials, and her recovery thereby 
badly obstructed. 


Britain’s Help to World 


Q What practical things is Britain doing to help the 
rest of Europe? 

A Well, to begin with, let me deal with the help we 
have given more broadly to the rest of the world as a 
whole. If we make a comparison between what the 
United Kingdom has received by loan and gift since 
the end of the war to mid-1949, and compare that with 
what we have made available by gifts or loans or 
by permitting drawings on block-sterling balances, 
overseas investments and so on, for the purpose of 
recovery in the same period, you get these two 
figures. 

We have provided 1,498 million pounds and we have 
received 1,538 million pounds. So what we have con- 
tributed to world recovery broadly corresponds to 
what we have received. 

Now coming to Europe, we have given or lent very 
large sums to France and other countries, both by 
way of gifts and loans immediately after the war and 


more recently through the Intra-European Payments 
Scheme. We have in fact made it. possible since the 
war by one device or another for Europe to get full ac- 
cess to sterling-area raw materials, especially things 
like wool, all of which have been absolutely vital to 
European recovery. 

But we have also done a very large amount as far 
as European rearmament is concerned. Incidentally, I 
saw a paragraph from an American journal recently to 
the effect that it was of course quite understandable 
that we should be far ahead in the development of jet 
aeroplanes, since America had had to devote all her 
energies to supplying Western Europe with such planes 
since the war, while we had not done anything. It is 
worth noticing that America has supplied no planes of 
that type at all to Western Europe. We have supplied 
practically every country in Western Europe since 
1945. 


What European Union Would Do 


Q Would a consolidation of European nations, in- 
cluding Britain, tend to endanger the British standard 
of living? 

A That is a very difficult question to answer be- 
cause it depends again what you mean by consolida- 
tion. If you mean to assume that we were immediately 
to pool all our resources and to bring to a single stand- 
ard all our populations, then undoubtedly our stand- 
ards would fall because many European standards are 
considerably lower than ours. 

Q One hypothetical question: Should the Conserva- 
tives defeat the Labor Party in an election, do you 
think they would alter much of the current economic 
program? 

A You had better put that to Mr. Churchill, not 
to me. 

Q In the United States there is sometimes the 
argument that the-economic situation abroad would 
right itself if left alone, but does. there actually ap- 
pear to you to be any alternative to Government 
planning and considerable direction of the British 
economy? 

A No, I think so far as our economy is concerned— 
I cannot, of course, judge of other peoples’ economy 
—it is absolutely essential that there should be some 
direction from the center. Indeed every international 
arrangement one is asked to come to must inevitably 
entail a certain amount of direction. 


Plans, International and National 


In other words, you cannot internationally plan un- 
planned economies: it is a contradiction in terms. Plan- 
ning internationally, which is being so forcibly im- 
pressed upon us by our American friends, implies that 
the governments of the different countries must be able 
to carry out by direction, or by planning, the various 
requisites of the international plan, otherwise interna- 
tional planning of course falls to the ground. 
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Director Pace’s Young Ideas Will Show Up in New-Style Budget: 
His Aim Is to Help Ordinary Citizen Understand Federal Spending 


> Frank Pace, Jr., a young Arkansas 
lawyer who likes arithmetic, is trying to 
make the nation’s biggest accumulation 
of figures more easily understood. Mr. 
Pace, as Director of the Budget, soon will 
submit the annual estimate of the cost of 
running the Government for another year. 
As usual, this budget will contain thou- 
sands of dreary pages filled with long 
columns of big figures. But, this time, 
some new features are to be added. 

These innovations were worked out by 
Mr. Pace and his associates from recom- 
mendations of the Hoover Commission 
that studied governmental organization. 
The changes raise—and also skirt—an is- 
sue that has a meaning for every taxpayer 
and his pocketbook. They involve a grow- 
ing dispute over just how the federal 
deficit should be defined, just what ex- 
penditures should be included and what 
might be omitted. 

The new budget will be the first that 
Mr. Pace has had charge of preparing. 
At 37, he has held his present job almost 
unnoticed for just under a year. A man of 
much charm and geniality, he has fitted 
easily into President Truman’s intimate 
circle. Few officials see the President 
more frequently. 

What Mr. Pace is doing will make big 
headlines within a month. Many ques- 
tions obviously will be asked about his 
proposals and about the man himself. But 
the story can be told now. 

Budget supplement. Mr. Pace is 
planning to present the budget in several 
new ways, so that it may be clearer to the 
Congressman who must pass upon it and 
to the taxpayer. 

There will be new tabulations of funds 
to be spent on related activities. Into one 
classification will be lumped the estimates 
for purchasing mortgages, for loans to 
business and agriculture, for building 
dams and other public works, acquiring 
farm commodities and piling up a reserve 
supply of materials that grow scarce in 
time of war. 

There are to be other classifications, but 
interest already is centering upon this 
category, because it raises a question of 
tax rates and deficits. 

In the main, these outlays will be at 
least partially recoverable in later years, 
or they represent lasting additions to the 
wealth of the country. For these reasons, 
some contend that such expenditures 
should not be reflected in the deficit. If 
spending for these purposes reaches an 
unusually big total in any one year, they 
see no reason why the taxpayer should 
have to pay the bill within that year. 
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Those who hold this view are urging 
that Mr. Pace go a step further and pre- 
sent a “capital-investment budget” with 
these items excluded from the deficit. On 
that basis, the deficit for the current 
fiscal year would be reduced from an 
expected 5.5 billion dollars to about 1.5 
billion dollars. In -tthe next fiscal year, 
which begins on June 30, 1950, a bal- 
ance might even be struck, with good 
business conditions and hence high tax 
collections in prospect. 

Mr. Pace, of course, is aware of all this. 
And he very definitely opposes a capital- 
investment budget. One controlling rea- 

















—Chase in New Orleans Item 


“WELL?’ 


son is somewhat obvious. President Tru- 
man wants Congress to raise taxes, and 
so, naturally, does Mr. Pace. And the cap- 
ital-investment budget is an argument 
against boosting the tax rates. 

The Budget Director is willing to add 
up the capital expenditures, however, for 
the convenience of those who wish to 
make their own calculations. In the past, 
it would have been necessary for an in- 
dividual to comb the big budget book and 
pick out the figures for himself, an almost 
impossible task. 

Totals will be struck in other classi- 
fications, too. There is to be a special tab- 
ulation of expenditures for research and 
development, including atomic experi- 
mentation; one for farm and business sub- 
sidies, one for regular operating expenses, 
one for interest on the public debt and 
one covering intergovernmental transac- 
tions. 





Other helps. Mr. Pace also is intro. 
ducing a supplement to present spending 
by functions and activities. It will relate 
spending items to their purposes and pro- 
grams. These things are to be explained 
textually, where, in the past, the budget 
has given only the bare, unrevealing fig. 
ures. 

A third innovation is a “simplified 
budget,” to be printed separately and 
given general distribution. By use of 
charts, text and lump sums, it will en- 
deavor to present the budget in terms 
anyone can understand. 

Budget making. For Mr. Pace, budget 
making is not just a once-a-year job. It is 
a continuing process. It tries to look far 
into the future. The new budget covers 
the year ending June 30, 1951. But, even 
this early, calculations covering the year 
ending in mid-1952 already are in prog- 
ress. 

The budgeting process, as Mr. Pace de- 
scribes it, consists fundamentally in scal- 
ing down or eliminating projects and pro- 
grams that are urged by groups of people 
and by Government officials, reducing the 
whole to proportions that the country can 
pay for with least injury to itself. If all 
the requests were granted, the budget for 
this year would run to 60 billion dollars, 
instead of the 42-billion-dollar estimate 
that was presented. 

In May, Mr. Pace started a long series 
of meetings with Cabinet members and 
the heads of the big agencies to see what 
appropriations they thought they should 
have. One group repeatedly consulted 
was the Joint Chiefs of Staff. With them, 
Mr. Pace discussed “the relationship be- 
tween our total security needs and our 
domestic resources.” 

From all the meetings there arose a 
series of high policy questions. How big 
a budget could be justified by economic 
conditions? How should the total be 
divided between defense and a long list 
of programs? These were questions for 
President Truman to decide—with Mr. 
Pace’s help. Daily sessions at the White 
House brought the answers and some- 
thing comparatively new in budget mak- 
ing. 

Together the President and Mr. Pace 
fixed a “ceiling” for each agency, which 
the agency must consider its top limit in 
making its plans for the next fiscal year. 
The limits were imposed last July. Since 
then each agency has been deciding how 
the money should be divided among its 
own various programs. Then, this autumn, 
each brought its spending schedule back 
to the Budget Bureau for a series of hear- 


U. S. NEWS & WORLD REPORT 








lea 
ma 


Po: 
exe 
Mr 
poi 


Bu 





>t: 
1g 


Ss intro- 
ending 
] relate 
nd pro- 
plained 
b 1dget 


ing fig- 


aplified 
ly and 
use ot 
vill en- 
terms 


budget 
b. It is 
0k far 
covers 
t, even 
e year 
1 prog- 


ace de- 
n scal- 
id pro- 
people 
ing the 
TY can 

If all 
get for 
lollars, 
timate 


series 
‘s and 
> what 
should 
sulted 
them, 
ip be- 
d our 


“ose a 
w big 
nomic 
al be 
ig list 
as for 
1 Mr. 
White 
some- 


mak- 


Pace 
vhich 
nit in 
year. 
Since 
4 how 
1g its 
‘umn, 
back 


hear- 


>ORT 





ings in W hich it was required to justify its 
proposed expenditures in det ail. 

The hearings now are over, and the 
budget is in the stage of final determina- 
tion. At all stages, a close collaboration 
with : President is needed. Mr. Pace, 
in fact, found it necessary to interrupt the 
President's Key West vacation for a long 
discussion of pressing policy questions. 
He thinks Mr. Truman has a practical and 
compre shensive grasp of budget questions, 
due in part to his years as a member of 
the Senate Appropriations Committee. 

The Budget Director. Mr. Pace has 
been something of a boy wonder through- 
out his career. A brilliant student, he was 
graduated from high school just before 
he became 15. His parents thought him 
too young for college, so he spent two 
years in speci il studies at a fashionable 
Eastern preparatory school. Then he 
raced through Princeton and Harvard 
Law School and returned to Arkansas 
with a law degree before he was 24. 

There he interested himself in law and 
politics, served as assistant district attor- 
ney and practiced in his father’s firm. For 
three years he was general cael for 
the State Revenue Department. Then 
came four years in an Army Air Forces 
uniform. After the war, he moved to 
Washington as a special assistant to the 
Attorney General, and Washington soon 
learned that it had another “bright young 
man” with whom it must deal. 

The late Robert E. Hannegan, then 
Postmaster General, made Mr. Pace his 
executive assistant, and brought him to 
Mr. Truman’s attention. The latter ap- 
pointed him Assistant Director of the 
Budget in early 1948. Mr. Pace spent a 
year boning up on the long tables of fig- 
ures and then, last January, was pro- 
moted to the Budget Bureau’s top job. 

Within the year that he has held the 
big job, Mr. Pace has had to give up 
golf. That is one of his deep regrets. 
He also was a “boy wonder” at golf. 
He usually played 18 holes in the low 
70s. Twice he won the National Press 
Club golf tournament. Then he was ap- 
pointed to his top position, and he scarce- 
ly has played since. 

Mr. Pace enjoys the sort of poker that 
is played on President Truman’s vaca- 
tions. So his trip to Key West was not 
entirely filled with official responsibilities. 

Mr. Pace and Congress. Mr. Pace’s 
first budget will be studied critically both 

Congress and elsewhere. He already 
is preparing to meet the argument for 
a capital-expenditures budget on the 
strength of which Mr. Truman’s expected 
tax-increase request can be opposed. 
Many have thought for years that a 
budget the public could understand was 
much needed. And, while Mr. Pace may 
not have reduced the big tables to the 
proportions of a grade-school arithmetic 
problem, Budget Bureau officials feel that 
finally a long start in that direction has 
been made. 
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FRANK PACE, JR. 
For the world’s longest columns of figures—a new look 
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Special Report. 


Tendency of big companies to 
get bigger is under Government 
study. It may become a political 
issue in next campaign. 

Government checkup shows 
four companies control 75 per 
cent of production in some in- 
dustries. Eight control others. 
Twenty controi still others. 

Antitrust lawyers are looking 
into big concentrations of Amer- 
ican business. 


Bigness in industry, in finance, in 
insurance is under the Government mi- 
croscope again. Big business, studied 
now, is being scheduled to come into 
the line of political fire later. 

No attack, officials insist, is to be 
launched against bigness as such. Anti- 
trust suits in  near-record numbers, 
though, are being directed at big indus- 
try. A census of manufactures is being 
used to show the tendency of industry 
to center into 4 or 8 or 20 companies 
in each field. 

Big insurance companies are closely 
eyed to discover the use they are making 
of the immense and rapidly growing as- 
sets they control. Officials are critical of 
insurance companies for not making 
more loans to small business. Big banks 
are watched by a variety of Government 
agencies. Big unions alone among big 
private institutions are not now under 
critical scrutiny. 

It is big m»~-facturing businesses 
that are lis... ror most direct attention 
at this time. In the U.S., there are about 
80,000 corporations engaged in manufac- 
turing in 453 industries. In each of 43 
industrial fields, 4 companies account for 
75 per cent or more of output. In 97 
fields of industry, not more than 8 cor- 
porations control 75 per cent or more of 
output. In 213 industries, up to 20 com- 
panies control three fourths or more of 
output. 

President Truman is interested in these 
figures. He has directed Secretary of 
Commerce Charles Sawyer to determine 
what to do about concentration in indus- 
try. Secretary Sawyer is told to meet 
with the Justice Department, which en- 
forces antitrust laws, the Federal Trade 
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(This article represents the result of an 

















» extensive research on a problem of out. 


standing importance in National Affairs.) 


IS INDUSTRY TOO CONCENTRATED? 


U.S. Finds a Few Firms Often Dominate Field 
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Soap & glycerin. ....... 
Phonograph records ..... 
Synthetic fibers (nylon, rayon, etc.) 
Tin cans, other tinware. .. . 
Sewing machines. ...... 
Tires & inner tubes ...... 
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Distilled liquors. ....... 
Photographic equipment . . . 
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Magazines, other periodicals . 
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There’s ROOM FOR INDUSTRY 
in the Middle South 











A general trend toward decentralization of industry 
has accented THE MIDDLE SOUTH’S advantages 
for plant location. 


Industrialists have found in the area — Arkansas, 
Louisiana, and Mississippi — the factors that make 
for sound, decentralized expansion. Those include 
communities of desirable size and a maximum of 
economic advantages. 


THE MIDDLE SOUTH numbers several hundreds 
of cities with population in the 1,000 to 50,000 range. 
The region’s other industrial advantages, which iden- 
tify THE MIDDLE SOUTH as an area of economic 
unity, include agricultural and forestry raw resources, 
energy from natural gas, oil and electricity, deposits 
of salt, sulphur, clay and bauxite, interconnected 
transport facilities, access to domestic markets, port 
accommodations on the axis of trade between mid- 
continental United States and the rest of the world, 
dependable labor, a mild climate, and opportunities 
for pleasant living. 


Industrial leaders have confidence in the future of 
THE MIDDLE SOUTH. They are backing up that 
confidence by investing dollars in THE MIDDLE 
SOUTH. Pictured on the right are plants which 
demonstrate this growing assurance. There’s room 
for you in THE MIDDLE SOUTH—and opportunity, 
too. It will be worth your while to investigate now. 


For further information write 


THE MIDDLE SOUTH 


Area Office, 211 INTERNATIONAL TRADE MART, New Orleans, Louisiana or 


any of these business managed, tax paying electric and gas service companies: 


MISSISSIPP! POWER & LIGHT COMPANY 
Jackson 113, Miss. 


NEW ORLEANS PUBLIC SERVICE INC. 
New Orleans 9, La. 


ARKANSAS POWER & LIGHT COMPANY 
Pine Bluff, Ark. 
LOUISIANA POWER & LIGHT COMPANY 
New Orleans 14, La. 





IN ARKANSAS—This new WESTINGHOUSE ELEC- 
TRIC CORPORATION plant, Little Rock, completed 
in 1947 at a cost of several million dollars, makes var- 
ious types of lamps. Seeking to decentralize, the cor- 
poration selected this site because of local cooperation 
and because of the free-enterprise attitude predominant 
in Arkansas. 





IN LOUISIANA — THE ALEXANDER SHIPYARD, 
INC., plant, which builds ships, barges and off-shore 
oil drilling rigs and equipment, is located on tidewater 
at New Orleans. This plant doubled its capacity in 1948. 
Dockage and shipping facilities, including low freight 
rates, helped to make possible the expansion to keep 
pace with a growing business. 





IN MISSISSIPPI—F. W. FITCH COMPANY, maker of 
hair oil, shampoo and cosmetics, completed this Jackson, 
Mississippi, plant in 1946. A MIDDLE SOUTH site 
was selected largely because adequate means for 
distributing the finished product were available. 


, 4 World of Opportu nity 














Special Report 





Commission, the Council of Economic 
Advisers. 

These agencies are creating an anti- 
monopoly committee. Plans are to be 
developed for educating businessmen on 
what they can and cannot do. The idea 
is to make business see the light, to en- 
courage a voluntary ban on practices 
that are thought to foster monopoly, may- 
be to break up big companies into little 
companies voluntarily. 

Underlying theory is that the trend to 
bigness in industry can be checked by 
better enforcement of antitrust laws. The 
tendency over many years, however, has 
been for big firms to get bigger in spite of 
everything. This trend is one of long 
standing in manufacturing, especially. 
That branch of business is the center of 
attention now, although insurance ap- 
parently is coming up for later attention. 

The roster of big manufacturing in- 
dustries is shown, in part, on page 40. 
Here are the census data revealing the 
degree of concentration in these indus- 
tries. 

Auto industry illustrates one situation. 
Three companies turn out 85 per cent of 
all passenger cars. That gives the im- 
pression of a three-company industry. 
Actually, there are 25 manufacturers of 
cars, trucks and busses. Some started op- 
erating after the war. Altogether, 779 
firms make motor vehicles and_ parts. 

The four largest companies account for 
55.7 per cent of total output. These com- 
panies are among the world’s largest. Yet 
the economies they made possible, in 
mass production, brought cheap auto- 
mobiles to the public. Competition re- 
mains intense. No antitrust actions were 
launched against auto firms until 1938. 
Then, only some aspects of auto financing 
were Challenged. 

Aluminum shows’ a different situation. 
Three companies in this industry make 
aluminum ingots. Qne company was sole 
producer until 1941, when Government 
financed entry of another producer. 

A third producer, also with Govern- 
ment backing, started in 1946. The 
original company controls 50 per cent of 
output; the second, 30 per cent; the 
third, 20 per cent. An antitrust suit 
against the pioneer aluminum firm was 
started in 1937, is still in the courts. 

Phonograph-records industry _illus- 
trates a third class of concentration. 

There are 96 companies making phono- 
graph records. But the four largest con- 
cerns account for 78.8 per cent of output. 
The 92 other companies have to fight for 
about one fifth of the business. 

Glass is higher on the concentration 
scale. Fifteen companies are in the flat- 
glass field, where more than 100 once 
existed. Three control more than 75 per 
cent of production. The first four com- 
panies account for 88.1 per cent. 
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Telephone and_ telegraph-equip- 
ment industry discloses a higher degree 
of concentration in four companies than 
any other big industry. The four leaders 
make 95.7 per cent of this equipment. 
Forty-six other companies provide only 
4.3 per cent. 

Cotton-fabrics industry is near the 
bottom, in concentration. The four 
largest cotton-fabric manufacturers, out 
of 422 in the field, control 13.1 per cent 
of output. Big companies’ share thus 
seems relatively small. Yet these four 
companies produced 431.6 million dol- 
lars’ worth of goods in 1947. 

In the sewing-machine industry, by 
contrast, the four leading companies con- 
trolled 77.1 per cent of output. But it 
was worth only 74.8 million dollars. 

Bread and bakery products are 
made by 5,895 competing firms. The top 
four control 16.4 per cent of output. That 


~—Black Star 


REPRESENTATIVE CELLER 
How big is too big? 


was worth 396 million dollars in 1947. 
Only a few antitrust actions have been 
aimed at bakery firms in the past. How- 
ever, big retail grocery firms that usually 
include baking in their operations have 
been frequent targets for antitrust actions. 

Soap and glycerin are made by 223 
manufacturers. The first four companies 
make 79 per cent of the products. 

Cigarettes are produced by 19 com- 
panies. The four largest make 90.4 per 
cent of the cigarettes sold. 

Electric lamps are made by 35 firms. 
About 91.8 per cent of the lamps come 
from the plants of four manufacturers. 

These examples, and others listed in 
the chart, show the extent of concentra- 
tion in a cross section of industry. Officials 
are interested most in industries where 
three or four large producers control 


more than half of the output. Such ig 
dustries are being called “oligopolies” ig 
Washington, to distinguish them frog 
monopolies, where one or two firms cog 
trol all output. 

The antitrust drive, being intensi 
fied, will concentrate on the big industrieg 
with a few dominant firms. Businessmeg 
in those fields will be sought out for the 
campaign of education and persuasion tg 
be directed by Secretary Sawyer. At the 
same time, the Justice Department will 
be stepping up its antitrust actions ip 
the courts. 

The Antitrust Division now has more 
than 300 lawyers—there were 10 in 1934 
—and twice as much money as it ever had 
before. The Division is striving for a ree 
ord in antitrust suits. In fiscal year 1948, 
it filed 34 cases. In fiscal year 1949, the 
number of suits rose to 57. A higher total 
is expected for the 1950 fiscal period, 

This is a resumption of the drive that 
began in the late 1930s and was inter. 
rupted by the war. Despite the war, more 
antitrust cases have been filed in the last 
10 years than were filed in the first 49 
years under the Sherman Act, from 
1890 to 1939. 

Industry’s reaction is being ex- 
pressed before the House subcommittee 
on the study of monopoly power, headed 
by Representative Emanuel Celler, before 
Senate committees, and in statements to 
private audiences. 

Two points stressed by 
spokesmen are these: 

Big business units are essential in mod- 
ern industry. Mass production could not 
have reached its present efficiency except 
with aid of big reserves of technical 
ability and capital. One company spent 
27 million dollars in 11 years developing 
a synthetic material to the point where 
commercial output was feasible. Another 
spent 1.2 million from 1931 through 1946 
developing a garbage-disposal unit and 
building a market for it. If a ceiling is 
set on the size a corporation can reach, 
the incentive to grow will disappear. 

Big business cannot exist without little 
businesses and is, in fact, the best cus- 
tomer of little businesses. One major elec- 
trical-manufacturing firm depends on 31,- 
000 suppliers of materials and parts. It 
sells its products through several thou- 
sand distributors, about 200,000 dealers. 

Another giant concern estimates that it 
has 30,000 suppliers, and 65,000 cus- 
tomer businesses. Eliminating duplica- 
tion, this company estimates that it trades 
with 80,000 other companies, most of 
them small firms. 

Issue of bigness in industry and fi- 
nance is to be played up in the election 
year of 1950. Manufacturing concerns get 
the attention now. But big companies in 
insurance and other fields are next in 
line for official scrutiny. 
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You'll get some new ideas on 
record-keeping efficiency when you 
look into Recordak microfilming— 


99% less filing space is needed when you put your bulky paper 
originals on Recordak microfilm. Then, 7,000 letter-size documents 
can be filed on a roll of film that’s no larger than the palm of your 
hand . . . 4,032,000 kept in a trim Recordak Film File that requires 
only 4 sq. feet of floor space. 


Reference is easier. Your Recordak microfilm copies can be filed 
conveniently at your finger tips—ready for immediate review in the 
Recordak Film Reader which enlarges every image sharp and clear. 
Protection is greater. Your Recordak microfilm copies are photograph- 


ically accurate and complete . . . can’t be tampered with or altered 
without detection .. . can be vault-stored for maximum protection. 


Operating costs are lower. You can file your documents on Recordak 
microfilm at surprising speeds—up to 100 per minute when you drop 
them into the Recordak Microfilmer by hand; up to 350 per minute 
when the Recordak Automatic Feeder is used. The low film cost, 

too, is surprising news—imagine, being able to record 1,000 

letter-size documents on less than 60 cents’ worth! 


e e e 
Because Recordak microfilming increases efficiency in this 
manner, it has been adopted by 65 different types of business 
. .. by thousands of concerns. For a broader picture of its 
possibilities in your company, write Recordak Corporation 
(Subsidiary of Eastman Kodak Company), 350 Madison 
Ave., New York 17, N. Y. 


S=RECORDPK 


(Subsidiary of Eastman Kodak Company) 
Originator of modern microfilming— 
and its application to business systems 


**Recordak” is a trade-mark 
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It is highly significant that Employers Mutuals con- 
tinue at or near the top among insurance companies 
for prompt claim settlement, as revealed by many 
state records! 


Whenever a claim is filed with Employers Mutuals, 
the claim specialist receiving it goes on the assump- 
tion that that particular claim—its prompt handling 
and fair settlement—probably is the most important 
matter in the current life of the claimant! 


That, briefly, sums up Employers Mutuals’ attitude 
and approach to claim settlement. 


Employers Mutuals claim adjusters are chosen with 
the utmost care; they are company-trained in the 
highest ideals of humane consideration and prompt 
equitable claim settlement; above all, they realize 
that everyone with a just claim on Employers Mu- 
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EMPLOYERS MUTUALS TREAT CLAIMANTS 


as human beings want to be treated 
BY PROMPT. FAIR. CONSIDERATE METHODS 


tuals is a human being, and deserves to be treated 
as such! 


Maintenance of these uncompromising standards has 
done much to protect and further the interests of 
the policyholders, who are sole owners of Employers 
Mutuals. In settlement of compensation claims, for 
instance, the good will created in the mind of the 
disabled worker and his dependents is reflected in 
better employee relations. Thus the mutual interests 
of employer and employed ... so often identical... 
are fostered, 


Employers Mutuals write: Workmen’s Compensation— 
Public Liability—Automobile—Group Health and Acci- 
dent—Burglary— Plate Glass—Fidelity Bonds—and Other 
Casualty Insurance. Fire—Extended Coverage—Inland 
Marine—and allied lines. All policies are nonassessable. 
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Three-day week in coal fields 
is bringing these results: 

Miners, by stepping up produc- 
tion, are boosting their own earn- 
ings and digging enough coal to 
keep the country going. 

Marginal operators benefit by 
aready market for coal. 

Big operators, with mines 
again running, are in no hurry 
to sign a contract that they say 
will mean higher prices for the 
consumers. 


Soft-coal miners, on a_ three-day 
week, are turning out enough coal to 
satisfy bare needs of the country. Pro- 
duction stays relatively high because 
miners are working harder. By work- 
ing harder, many can fatten their 
earnings against the day when they 
may be called out on strike again. 

The three-day week, in turn, is post- 
poning a shakeout of many marginal pro- 
ducers and high-cost operators. It is bail- 
ing them out by giving them a share of 
the overflow of orders from large pro- 
ducers, orders they would not be getting 
if there were a big surplus of coal. It is 


~Harris & Ewing 


JOHN L. LEWIS 
While he holds out... 


DECEMBER 16, 1949 
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3 DAYS’ MINING: 4 DAYS’ COAL 


Reported from PITTSBURGH and UNIONTOWN, PA. 


also stiffening the backs of the big opera- 
tors against accepting contract terms now 
demanded by John L. Lewis, the miners’ 
leader. The big operators are in no hurry 
to sign with Mr. Lewis so long as their 
mines are not completely idle. 

To get a true picture of attitudes and 
conditions in the coal industry, in the 
light of John L. Lewis’s latest maneu- 
vers, U.S. News & World Report sent 
a member of its Board of Editors into 
the coal fields for a survey at first hand. 
His report, in detail, is the one that 
follows: 

Peace terms offered to the coal in- 
dustry by Mr. Lewis are strongly opposed 
by most big operators. These operators 


. . most stocks are ample... 


predicted that most of the industry 
would hold out against settling with the 
union on those terms. Early signers were 
small operators who represented only a 
tiny percentage of total coal output. They 
agreed to increase their payments to the 
miners’ welfare fund to 35 cents a ton 
from 20 cents a ton; to raise miners’ 
wages 95 cents a day; and to permit Mr. 
Lewis to control the operation of the 
welfare fund. In turn, they were to get 
a contract running until September, 1951, 
subject to termination in 30 days by 
either side. 

Big operators, in holding out, con- 
tended that settlement on these terms 
would force an increase in coal prices 


——__— 


—International 
MINER 
...and productivity moves upward 


and would build up a welfare fund of 
140 million dollars a year that Mr. Lewis 
could administer at will. They also 
wanted to eliminate the clause from their 
old contract that required miners to work 
only when “willing and able.” This 
clause gives the miners the right to strike 
at any time, and would tend to nullify the 
stabilizing effect of the long-term agree- 
ment Mr. Lewis is offering. 

Declining demand for coal, which 
started with curtailment of the export 
market, was aggravated by a moderate 
drop in industrial production in the last 
year. The shift of railroads to Diesel pow- 
er and the inroads that oil and gas are 
making on other coal markets added to 
this trend. 

As a result, a number of small coal 
operators, sales agents and wholesalers in 
western Pennsylvania and northern West 
Virginia report that coal is hard to sell 
after only three weeks of unrestricted 
production. One sales agent, reflecting a 
situation that seems to be typical, said: 
“We could use orders for 10,000 to 15,- 
000 tons of egg coal, to take care of 
fluctuations in our demand.” 

Coal stocks, in the main, appear to 
be ample. Steel mills report that they 
have “plenty,” are not worried. Although 
they withhold figures on their stockpiles, 
these are reported big enough to keep 
mills running at 80 per cent of capacity 
until mid-February. At the steel mills’ 
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BALANCE! 





Tes the most important thing in 
the world to a high-wire per- 
former . .. the one thing he’d be 
lost without—and so would any 
investor. 


Because in buying or selling 
securities, balance means objec- 
tivity .. . the weighing of risks 
against rewards. 

It means a sense of proportion, 
too .. . not going overboard for 
any stock just because it pays 
big dividends, or seems tempo- 
rarily underpriced. 


And finally it means restraint. 
Not playing a hunch or acting 
on hearsay, but getting the facts 
for yourself —first! 


We spend more than half-a- 
million dollars a year to make 
these facts available to anyone 
who asks—to help investors keep 
their balance. 


Our Research Division devotes 
all its time to supplying the 
facts asked for in hundreds of 
letters each week . . . to analyz- 
ing securities in line with per- 
sonal objectives . . . to preparing 
well-rounded investment pro- 
grams suited to individual needs. 

Whether you plan to invest 
$500— or $500,000 . . . want cur- 
rent facts on one stock or fifty 
... or would like a seasoned ap- 
praisal of your present holdings 
—why not write to Research? 

You’ll find their answer help- 
ful, and there’s no charge, no 
obligation, whether you're a cus- 
tomer or not. Simply address— 


Department SA-88 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 96 Cities 
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present rate of operation above 90 per 
cent, coal supplies would be used up 
sooner, but no immediate shortage is 
expected as long as the three-day week 
is permitted. 

Commercial stockpiles, on the other 
hand, appear to be small, but even here 
production appears to be sufficient to 
meet most market demands. Local short- 
ages in some areas are possible. Dealers 
may run short of soft coal for home heat- 
ing in some regions. 

A step-up in production, per day 
of operation, is being experienced by most 
operators questioned in the survey. Most 
of them attribute this increase to the un- 
usually high productivity of their miners. 
The miners were glad to get back to dig- 
ging coal after a long layoff. They are 
anxious to make up as much as possible 
of their lost earnings. Also, they are not 
sure that they will not be called out on 
strike again. And they are not certain 
that they will not be laid off later because 
of lowered demand for coal. 

Incentive pay system in effect in 
many mines is responsible for much of 
the increased productivity, operators re- 
port. Many miners are paid on the basis 
of the tonnage they produce. Operators 
report that some miners now are working 
twice as hard as they normally do. They 
are able to stand the extra speed because 
they can take four days to rest up before 
returning to the pit. In this way they 
keep their weekly earnings up as much as 
possible. 

As an example, a digger or loader 
who normally turns out 6 tons of coal a 
day now is producing anywhere from 7 
to 10 tons daily, and in some mines 
even more than that. He thus may run 
his daily earnings up from his guar- 





—— 


anteed base rate of $14.05 a day ty 
$20 or more daily. 

The rise in earnings of miners in, 
number of medium-sized and small mines 
checked in the Uniontown area appears 
to range from 10 per cent to 25 per cent 
a day. The gain in production is in abou 
the same proportion, so that some mine 
can turn out almost four days’ normal 
production in three days. In other jp. 
stances, however, little if any increase i 
production is shown, especially where 
work is hampered by accumulations of 
water or by falls of slate and rock during 
the four-day shutdowns. 

In highly mechanized mines, fixed 
rates of pay predominate and there js 
little incentive to more production. Costs 
in these mines are up, rather than pro- 
duction. 

Strip mines are able to increase pro- 
duction chiefly by using more trucks t 
haul the coal away from the giant shovels 
that scoop it out of the ground. 

Use of machinery in mining coal 
has increased greatly in the last few 
years, thus building up the industry’ 
capacity to turn out coal. Although full 
mechanized mines still are relatively few 
in number, their output runs to big fig- 
ures. 

Automatic machines and _ semiauto- 
matic devices dig, load and haul coal ina 
number of western Pennsylvania mines, 
These machines also wash and _ process 
the coal for market. In the most modem 
mines, coal is carried for miles under- 
ground, by means of conveyor belts, and 
to the loading docks whence barges take 
it to steel mills in the Pittsburgh area. 

Additional ‘mines have come into 
operation, also, and thus increased the 
capacity of the bituminous industry. The 





—Bituminous Coal Institute 


MECHANIZED MINING 
Its costs are higher; its output greater 


U. S. NEWS & WORLD REPORT 
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influx of “snow birds,” or small new pro- 
ducers, has been even greater in the last 
few years than it was during the period 
after World War I. The result, accord- 
ing to other operators, is that there are 
too many producers and, normally, too 
much coal for the market to absorb 
readily. 

Long-range outlook for the indus- 
try thus is clouded. Operators interviewed 
generally predict that existing mines can 
meet all demands for coal by running 
only four days a week, or even less. One 
operator thought that a week of three 
and one-half days would bring enough 
coal. If those predictions hold up, it 
means a big scramble for markets once 
Mr. Lewis’s restrictions on production 
end. 

In the shakeout, the low-cost mines, 
which usually are the larger and more 
highly mechanized properties, will have 
the advantage. Many marginal mines, 
and those producing inferior coal, will be 
compelled to shut down. 

immediate effect of Mr. Lewis's 
current maneuvers has been to postpone 
this shakeout of the weaker companies, 
it is indicated by the survey. Larger 
operators are not able to fill all the orders 
available to them from their regular 
customers. The orders they cannot fill 
are going to the smaller firms, which 
needed them. 

The smaller mines thus are able to keep 
operating for three days where otherwise 
they might be able to run for only one 
or two days a week, or might be forced 
out of business entirely. One sales agent 
called Mr. Lewis “the small operators’ 
best friend.” 

Profits, however, are meager even for 
the small operator. These firms are fear- 
ful also, as are the larger companies, that 
concessions made to Mr. Lewis in the new 
contract will increase costs and prices too 
much. Even though Mr. Lewis helped 
them with the three-day week, many 
small operators say they do not intend to 
sign his new agreement. 

Final readjustment of the industry, 
after the present dispute ends, is likely to 
mean less work for miners on the whole. 
In the better mines, however, the miners 
probably will work a full week when per- 
mitted by Mr. Lewis to do so. Others in 
less efficient mines probably will work 
Shorter schedules than the present three 
days, unless Mr. Lewis takes a hand at 
“stabilizing” the industry again. 

Pensions, when reinstated by the 
miners welfare fund, will help to keep 
down the number of miners available for 
work. One operator predicted that the 
pension system will prevent an over-all 
surplus of workers in the industry for the 
next 15 years. Miners are encouraged to 
retire at 60 years of age while the pension 
is in effect. 
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REDUCE 
WEAR AND CARE 


with Torrington Needle Bearings 





Glenn L. Martin Company 
reduces wear and mainte- 
nance in many control 
mechanisms of the P4M-1 
Mercator and other Martin 
planes by using high- 
capacity Needle Bearings. 








John Deere equips its hay balers and other 
farm implements and tractors with efk- 
cient, compact Torrington Needle Bearings 
to allow long periods of field operation 
with minimum time out for lubrication. 


Twin Dise Clutch Company’s Hydro-Sheave 
Drive enables motors to start up smoothly 
under load. Needle Bearings help keep it 
running smoothly with little maintenance 
attention. 


The smooth anti-friction operation of Torrington Needle Bearings 
means less wear and care in all kinds of equipment. 

Needle Bearings carry greater radial loads than any other type of 
anti-friction bearing of comparable size. This extra capacity assures 
extra service life, with sustained smoothness and precision. Needle 
Bearings also retain an ample reserve of lubricant to cushion wear 
and allow long periods of non-stop operation. 

Design your equipment for long service and 
trouble-free operation by using compact, high- 
capacity Needle Bearings. Our engineers will be 
glad to help you. THE TorrincTton Company, 
Torrington, Conn., South Bend 21, Ind. District 
Offices and Distributors in Principal Cities of 
United States and Canada. 








TORRINGTON ///£// BEARINGS 


Needle e Spherical Roller « Tapered Roller @ Straight Roller @ Ball e Needle Rollers 
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American Credit pays you 
when “good” credit risks 
become bad debt losses. 
Read what this Chicago 

bank says: 

















cash for past-due accounts. 
It should prove (as it has for 
other policyholders) to be a 
valuable aid in increasing sales. 
You may insure all accounts 
...a selected group... or just 
one account. 


Book “Why Safe Credits 
Need Protection” will 
give you Important Facts 





It discusses the nature of credit... 



























Your Insurance Program 
is NOT Complete Until it 
Includes Credit Insurance 


unpredictable events which fre- 


quently turn good credit risks into 
bad debt losses despite credit rating, 


Accounts Receivable are valuable diligent investigating, past record 


assets ... should be protected at all of payment. It gives additional 
times. Realizing this, manufacturers facts about American Credit Insur- 


and wholesalers in over 150 lines ance. For a copy, just phone the 


who insure their plant, equipment, American Credit office in your city 
or write AMERICAN CREDIT INDEM- 
Company oF New York, 
Department 44, First National 
Bank Building, Baltimore 2, Md. 


Ga “A ee 


PRESIDENT 


inventory, cash, etc. have completed 
their program of protection with NITY 
Credit Your 


American Credit policy 


American Insurance. 
guarantees 
payment of accounts receivable... 
pays you when your customers can’t. 
It makes it possible for you to get 


AMERICAN 
Creit INDEMNITY 
COMPANY 


\NsuR PALA S = oF New York &, 


GUARANTEES PAYMENT OF ACCOUNTS RECEIVABLE 


es OFFICES IN PRINCIPAL CITIES OF THE 


UNITED STATES AND CANADA 


America® CRED 
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YOU CANNOT count on being re. 

imbursed, under a Government cost- 
plus-fixed-fee contract, for charitable 
donations or legal and accounting fees. 
even though such costs are approved by 
the contracting agency. The Comptroller 
General rules in one case that a contrac. 
tor may not recover these expenditures, 


* 


YOU CAN, as a manufacturer, re- 

fuse to furnish a dealer with your 
customers’ price list, without commit. 
ting unlawful discrimination under the 
Robinson-Patman Act. This decision is 
handed down by a circuit court of ap- 
peals which says, in effect, that persons 
engaged in private trade and commerce 
are not required by law to deal with 
everyone. 


* * * 


YOU CANNOT, as an employer, al- 
ways refuse to arbitrate grievances 
that were pending under a union con- 
tract, even though the contract has ex- 
pired. U.S. Supreme Court, by denying 
a review, leaves in effect a State-court 
ruling that expiration of a_ bargaining 
contract, containing provisions for arbi- 
tration of disputes, does not relieve an 
employer of obligation to proceed with 
arbitration of grievances that were pend- 
ing during the life of the contract. 


YOU CAN, in handling the tax af- 

fairs of a corporation on an accrual 
basis, probably take an income tax de- 
duction for back rents not collected from 
tenants in return for their promise to re- 
new their leases. This tax treatment is 
allowed by the U.S. Tax Court in a case 
where rent arrearages on two stores were 
forgiven to keep the tenants in the stores. 
The Court permits such a deduction as 
a business expense or as a loss. 


YOU CANNOT count on reducing 

your fax on the income of a ranch 
that you operate by assigning some ol 
the income-producing animals to your 
minor children as a gift. The U.S. Tax 
Court decides that all of the income of a 
sheep ranch was taxable to the owner, 
despite such an assignment of some of 
the sheep. No question of a family part- 
nership was involved in the case. 

* * * 

YOU CAN ship certain iron and 

steel products to Marshall Plan 
countries after the delivery dates speci- 
fied under third and fourth-quarter pro- 
curement authorizations. The Economic 
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What you as a businessman CAN 
and CANNOT do as a result of federal 


court and administrative decisions 


Co-operation Administration extends the 
delivery deadlines of these items. Some 
of the extensions are to March 31, 1950, 
and others are to June 30. 


* * * 


YOU CAN find out from field offices 

of the Department _of Commerce 
about recent changes that tightened Phil- 
ippine import controls. The Department 
announces that details of these changes 
are available in its offices. The Philippine 
order revises the list of items under im- 
port control, adds new items to the list 
and reduces import quotas. 


* * * 


YOU CAN export galvanized iron 

and steel sheets after the first of 
the year without regard to quantitative 
quotas of the Office of International 
Trade. OIT announces such quotas are 
removed for the first quarter of 1950. 


* * * 


YOU CANNOT, as a general rule, 

file separate income tax returns for 
1949 for affiliated corporations that made 
consolidated returns for the calendar year 
1948. The Bureau of Internal Revenue 
advises affiliated companies that such 
separate returns may not be made except 
under certain conditions. 


* * * 


YOU CAN expect the U.S. to pro- 

duce less cotton in 1950 than in 
1949. The Agriculture Department allo- 
cates among 20 cotton-producing States 
a cotton-acreage allotment for next year 
totaling 21 million acres. This averages 
about 20 per cent less acreage for each 
State than was planted in 1949. 


* * * 


YOU CANNOT, as a contractor 

working on a school building, expect 
the National Labor Relations Board to 
stop picketing resulting from the school 
board’s awarding a contract for electrical 
work on the school to a nonunion firm. 
NLRB dismisses a secondary boycott 
case under these circumstances. The 
Board bases its decision on the fact that 
the school board is neither an employer 
nor a person, under the Taft-Hartley 
Act, and hence is not protected in the 
situation. 





Conclusions expressed in these paragraphs 
are based upon decisions and rulings of 
courts and Government bureaus. In making 
their decisiors, courts and bureaus consider 
many facts which, for reasons of space, can- 
not be set forth in detail. U.S. News & 
Woritp Report, on written request, will 
refer interested readers to sources of this 
basic material. 


DECEMBER 16, 1949 o 





Where In 


1. ... do village maidens parade on the 
plaza on Gloria Day to be chosen for be- 


trothal by the young men? with a silken kerchief? 





3... . are some girls betrothed the day 


they are born? 
tree in the garden of the new home? 


ew and other far-off countries are as near 
as your telephone! Have you_an overseas business deal to 
close—or congratulations to send winging across the 
oceans? You can reach 96% of the world’s telephones 
without leaving your home or office! For a personal visit 
by telephone, just say to your Long Distance operator: “I 
want to make an overseas call.” The cost is surprisingly low. 


VGNW438 “b GNV1V3Z MIN *E 3935uD *Z WZV4G “kL 


BELL SYSTEM OVERSEAS TELEPHONE SERVICE 








2. ... are couples literally bound together 
in matrimony by having their wrists encircled 





4. . . . does a bridegroom take time out 
from wedding celebrations to plant a cedar 
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INSURANCE: 2D BIGGEST INVESTOR 


55 Billions Go Mostly Into Bonds, Mortgages 


Insurance business is boom- 
ing. Life companies collect more 
than 7 billion dollars a year in 
premiums, report 55 billion in 
assets, have nearly doubled in- 
surance in force in 10 years. 

Life insurance, held by 80 mil- 
lion people, accounts for a third 
of all personal saving. 

Facts about insurance money, 
the amount and what becomes 
of it, are being disclosed by an 
official study. 

Life insurance—the billions paid in 
for policy premiums, what happens to 
this money, the financial power exer- 
cised by insurance companies—is under 
scrutiny in Congress. 

An official inquiry, now going on, is in- 
tended to disclose how and where life 
insurance companies put money to work, 
and why they are not making more loans 
to small businesses. 

Life insurance companies, supplying 
answers to questions asked by a sub- 


committee of the Joint Economic Com- 
mittee of the House and Senate, are 
giving facts that are of concern and im- 
portance to everybody, especially the 80 
million people who hold life insurance 
policies. 

What is disclosed by the study to 
date, briefly, is this: 

Assets of life insurance companies, 
growing rapidly in recent years, have 
reached 55.6 billion dollars. That is the 
total for all the 584 companies in the 
country. Nine tenths of that big concen- 
tration of dollars is in the hands of the 
49 leading companies. 

Policies now in force amount to more 
than 200 billion dollars. This amount has 
nearly doubled in the last 10 years. Life 
insurance has become a favorite among 
U.S. savers. Average amount of insur- 
ance per family is $4,800. There are two 
policyholders for every family in the 
country. 

Premiums on life policies totaled 7.2 
billion dollars last year. Total personal 
saving in U. S. during the year amounted 
to $296 per family. Of that, $95, or nearly 
one third, was saved through life in- 
surance. 

Income of insurance companies, 
counting both the premiums and _ the 


amount earned on money held for policy. 
holders and their beneficiaries, amounted 
to more than 8.4 billion dollars in 1948, 

Insurance money is being put to 
work for policyholders in many ways. It 
is invested in Government bonds, in the 
bonds of corporations and municipalities, 
in real estate, in housing developments, 
in direct loans to business, in loans to 
policyholders, in preferred and common 
stocks of corporations. 

Insurance companies, with 55 billion 
dollars in assets, have come to be a potent 
factor in the economic life of the country. 
Next to commercial banks, they hold the 
biggest block of investment money in 
the U.S. In many instances, corporations 
have turned to insurance companies for 
long-term loans in preference to trying to 
raise equity money in the stock market. 

All this explains why the congressional 
hearings, being conducted by Senator 
Joseph C. O'Mahoney (Dem.), of Wyo- 
ming, have given top billing to insurance 
companies. 

Where money is invested by in- 
surance companies is the thing that inter- 
ests policyholders. Detailed data on that, 
covering the 51.8 billion dollars of assets 
held by 49 leading life insurance firms, 
was given to the committee by Donald 


Where Your Insurance Money Waits 





Source: Life Insurance Assoc, of America 
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B. Woodward, a vice president of the 
Mutual Life Insurance Co. of New York. 

Bonds are, by far, the most important 
investment outlet for insurance money. 
These 49 companies have $35,661,000,- 
000 in bonds of all kinds. 

U.S. Government bonds account for 
$13,871,000,000 of this total. 

Canadian Government bonds are 
owned by these companies in the amount 
of $1,397,000,000. Then there are other 
foreign government bonds totaling 18 mil- 
lion dollars. 

State and municipal bonds held by 
these companies total 686 million dollars. 

Railroad bonds account for $2,758,- 
000,000. 

Public-utility bonds owned by the 49 
companies amount to $8,768,000,000. 

Other bonds, including those of many 
industrial concerns, are owned by these 
companies to a total of $8,163,000,000. 

Stocks represent only 2.5 per cent of 
assets of the 49 companies, or $1,296,- 
000,000. Two thirds of this amount is in 
preferred stock. Investment of insurance 
money in corporate stocks, especially 
common, is sharply restricted by State 
laws. There has been some demand for 
relaxation of these laws, but the insur- 
ance business itself is lukewarm about it. 
For example, Leroy A. Lincoln, president 
of the Metropolitan Life Insurance Co., 
told the committee he and his firm all 
along followed a policy against making 
major investments in common stocks. 

Mortgages of all kinds account for 
$10,092,000,000, making this type of in- 
vestment second only to bonds. These 
mortgages are secured by such property 
as stores, warehouses, hotels, theaters, 
office buildings, utilities, houses, apart- 
ment buildings and farms. In dollar 
amounts, about a third of these mortgages 
are insured by the Federal Housing Ad- 
ministration or guaranteed by the Vet- 
erans’ Administration. 

Real estate owned by the 49 com- 
panies is valued at $1,059,000,000. In- 
surance companies own and operate big 
apartment developments throughout the 
country. Also, they have been buying 
and building stores and factories for lease 
to business concerns. Insurance invest- 
ments in such business property increased 
by 77 per cent in 1948. 

Loans to policyholders total $1,896,- 
000,000. Such loans are available for 
many purposes, including the payment 
of premiums on life policies. 

Cash in the hands of these 49 com- 
panies amounts to 690 million dollars, or 
only 1.3 per cent of assets. This shows 
how quickly these companies turn policy- 
holders’ premium money into investments 
intended to earn a return. 

Other assets, including amounts pay- 
able on deferred premiums, add up to 
$1,095,000,000. 

These figures show how insurance com- 
panies have been branching out, how 
dollars paid in for premiums from all over 
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the country find their way into all kinds 
of enterprises, public and private. Effects 
of public saving through insurance filter 
down through the whole economy. 

Flow of money into and out of in- 
surance companies can be seen more 
clearly by examining the way these com- 
panies allotted the 8.4 billion dollars of 
1948 premiums and earnings for various 
purposes. 

Benefits to policyholders and _ their 
beneficiaries took 3.1 billion dollars, or 
37 per cent of the total income of the 
companies for 1948. 

Reserves, including contingency 
funds, accounted for 3.8 billion dollars. 
Insurance companies earmarked _ this 
money for future claims by beneficiaries 
and others. This does not mean that 
reserves were set aside in cash. This 
money, like the rest, was invested to earn 
a return. 

Expenses of operation required 1.3 
billion dollars, or 15 per cent of the com- 
panies income. Biggest item here is 
agents’ commissions and the other costs 
of operating agencies outside the home 
offices of the companies. 

Taxes, mostly State and local, cost life 
insurance companies 130 million dollars. 

Dividends to stockholders in stock 
companies took 42 million dollars. 

These figures offer some idea of the 
vast turnover of money that takes place 
in insurance companies handling the 
premiums of 80 million policyholders. 

Questions are being raised in Con- 
gress and elsewhere about whether the 
flow of money into insurance companies 
is having the effect of drying up some 
other possible sources of investment. 

The boom in the insurance industry has 
been taking place at a time when equity 
markets have been in the doldrums. 
Thomas B. McCabe, Chairman of the 
Federal Reserve Board, suggested re- 
cently that State laws be relaxed so that 
more insurance money could flow into the 
stock market. He offered this as one 
possible solution to market problems. 
Some authorities doubt, however, that 
very much insurance money would be 
invested in stocks even if the restrictions 
were eased. 

Senator O'Mahoney criticized insur- 
ance companies for making loans largely 
to big companies. He said Metropolitan 
made only one business loan in 1948 for 
less than $100,000. Metropolitan’s an- 
swer was that it rarely received requests 
for small loans, and, anyway, loans to 
local small businesses were hard to serv- 
ice. Company officers said they would 
welcome an opportunity to participate 
with local banks in making sound loans 
to small businesses. 

The problem is how to keep the policy- 
holder’s money safe, and at the same time 
channel it into the small-business enter- 
prises that are having trouble raising long- 
term money. The answer to that is being 
sought by the congressional inquiry. 











/t pays to 
do business 
in New York 


State! 


There are nearly three times as 
many factories in New York State 
as in anv other—creating the 
nation’s largest market for in- 
dustrial products. We'll be glad 
to send additional facts. Write: 
N. Y. State Dept. of Commerce, 
Room 234, 112 State St. Al- 
bany 7, New York. 
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The Management Staff, the 
Production Staff, the Engi- 
neering Department, and the 
officials responsible for sales, 
distribution, and transporta- 
tion—these men and _ their 
assistants naturally are cover- 
to-cover readers of U.S. 
News & World Report be- 
cause keep in- 
formed on national and 
trends—which 


they must 
international 
today, more than ever, is 
“ ”” 

must” news. 


Advertising in this magazine 
gains prestige and importance 
when appearing next to this 
important “must” news. 


U. S. News & World Report 
Advertising Department 


30 Rockefeller Plaza New York 20, N. Y. 
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Crowded down town today, wasn’t it? 

—crowded, and hurried, and tiring, and rather disheartening 
to see all those people pressed around the store counters you want 
to get to.... 


Have to go back for a last few gifts? 

There’s an easier way and better way to “wrap up” those difti- 
cult presents that all of us put off ’til these last few days. This 
solution, definitely, will please the person on the “getting” end, 


too— 


Give gift subscriptions to your favorite news 
magazine, ‘‘U. S. News & World Report’’! 

Give your friends something you know, like, enjoy, and profit 
by having. You'll be well. remembered as the one who introduced 
this distinctive publication to them—remembered and thanked 
each time it arrives—52 times in 1950. 


Stay right in your chair! 

Just get out your pen and fill in the gift coupon and drop it in 
the mail. Hurry, though, do it today. That’s the way to Christmas- 
shop! We'll send an engraved Christmas card announcing 
your gift. 


SPECIAL CHRISTMAS GIFT RATES! 
One-year subscription (52 issues)..............ccccceeeee $5 
Additional one-year subscriptions................ccccccecee $3.75 each 


Special rates apply only when two or more subscriptions are entered 
at one time by one donor. 


No extra postage for U.S. possessions, Canada, Newfoundland, Mexico, Central 
and South America, Spain, Philippines. Other countries, add $1 per year per 
subscription. 
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Trend of American Business 














24th and N Streets, N.W. 
Washington, D. C. 






Prices show Signs of edging a bit higher in the months immediately ahead. 
Rayon yarn, viscose type, has been marked up 4 per cent by some producers. 
Wool prices are strong. Carpet wool has advanced 25 per cent in 6 months. 
Carpet prices, as a result, are rising. Woot=clothing prices also are firm. 
Lumber prices and price of plywood have risen above recent lows. That trend 
may be reflected in furniture prices when the Chicago Mart opens next month. 
Food prices don't promise much of a drop in the period just ahead. Prices 
of farm commodities are expected officially to stay on an even keel for a while. 
All this means that living costs probably are to hold steady for the near 
future. Food, clothing and home furnishings make up a large part of over-all 
living costs. There is little prospect for much lower prices on these items. 















































































— 
e. 
a 


io Steel prices also are showing a tendency to rise. That could be basic. 
Steel is an essential for many products. Small steel companies already have 
raised prices by as much as $5 a ton. Iron Age, the industry's journal, sees 
the likelihood of a $4 to $6 a ton price rise in the industry generally. 

Reasons for expecting a steel rise: Costs are up since the last advance in 
prices in July, 1948; labor costs are due to move higher; replacement costs 
Still must come out of profits; demand for steel continues to be strong. 























General price level, however, isn't going back to the 1948 peak. There's no 
Sign now of price inflation, only normal, moderate price fluctuations. 

Some prices, in fact, are showing weakness. Gasoline prices are expected 
to be lower next spring than last spring; tin prices are down considerably. 

What's probably ahead is a period of relatively stable prices. Steady 
prices should contribute to a rather high level of general business activity. 














Big business volume also is promised by the outlook for personal income. 

Individual incomes are very likely to reach a new peak next year. That's 
because veterans will get insurance refunds, factories probably will hire more 
workers, wages and salaries may be up a bit, Government will spend more. Only 
farmers, among major income groups, are likely to get less than in 1949. 

Rising income for individuals means rising outlays for consumer goods. 

A rising sales volume, in turn, means a rising volume of production. 
Increased sales next year carry a particular promise of higher output. 
Spending by consumers didn't fall in 1949, but production did. A reasonable con- 

clusion, therefore, is that a rise in spending will call forth more output. 

















To go into detail on next year's prospects for personal income..... 

Total personal income is likely to exceed 217 billion dollars next year, 
compared with 212 billions this year. That will establish an income record. 

Wage and salary payments will form the biggest part--nearly 139 billion 
against this year's 135 billion. Factory workers, employes in wholesale and re- 
tail trade, in transport and service firms stand to get most of the rise. 

Investment income is likely to be about the same--24 billion dollars. Rate 
of dividend and interest payments and of rent is not expected to change. 

Farmers’ net income probably will fall to 13 billion dollars in 1950. That 
will be an 1l per cent decline from 1949 and a 28 per cent drop from 1948. 

Business operators and professional workers probably will receive about 24 
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TREND OF AMERICAN BUSINESS-- (Continued) 







billion dollars. Their incomes haven't changed much since boom-time 1948. 
Benefit payments of one kind or another are likely to jump to 17 billion from 
this year's 14 billion. That's due almost entirely to the money veterans will re- yi 
ceive in the first half year from refunds on Government insurance. 
The drop in benefit payments in the second half year will be sharp. It could 
lead to a corresponding drop in consumer spending. As things look now, offset- fu' 


ting rises in other forms of income will cushion that decline. bu 
no 










































Of interest to businessmen is what people will do with their money. one 





Personal taxes will take about 20 billion dollars of individual incomes. the 
Remainder of 197 billions thus will be available for spending or saving. i 2g 


thi 
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nal 


Spending is likely to claim around 182 billion dollars. That compares with 
consumer spending in 1948 and 1949 of 178.8 billion dollars. 


Savings of 15 billions are indicated for next year. That, too, will be a int 
peacetime record--a billion more than this year, 3 billion more than 1948. be 


Rate of savings, under this estimate, also will be slightly higher than last _ 
year. Savings rate may not hit this level. In that event, spending will be wt 
higher and the volume of consumer business will correspondingly expand. cs 
the 
When it comes to distributing the spending expected from consumers..... of 


Clothing merchants, shoe stores, home-furnishing stores probably can look tio 
for a business volume almost up to 1948. Nondurable-goods industries took the anc 
brunt of the business setback this year and can expect to recover next year. 
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Automobile sales probably will be high, but slightly under 1949 sales. sd 
Television sales are likely to be better than this year. Sets are popular. ert 
Other durable goods--refrigerators,washers, ranges--may run into a slightly Jus 
smaller demand. Sales have been abnormal since the war, may adjust. cer 
All in all, sales prospects for 1950 are good in most consumer fields. Wi 

! 

Business investment, however, is expected to fall off next year. t 
Outlays for plant and equipment now are running about 14 per cent below the Yes 
second half of last year--the period when the boom reached its peak. sure 


afte 


Another 14 per cent drop below the first quarter of this year is planned for bl 
ably 


the first quarter of next year. Business spending still points downward. 





These findings are made by the Department of Commerce and Securities and Ex- Doe 
change Commission from reports submitted by corporations and businessmen. They t 
indicate, primarily, that many businesses are completing postwar expansions. FH. 


Says 
Business investment this year will amount to 17.9 billions, compared with agre 














19.2 billions in 1948. In the current quarter, business is spending 4.4 billions = 
on plant and equipment, about the same as in the third quarter. During the first agre 
three months of next year, business spending is put at 3.8 billions. - a 
ifet 
Electric and gas utilities are the only industry groups that are still ex- Bagi 
panding. They are spending more than last year, will spend more in the first Wh 
quarter of next year than they spent during the first quarter of 1949. ir 
Commercial firms plan to spend 12 per cent less next year than this year. n 
Manufacturing companies and mining companies plan to reduce their outlays by ™ 
18 per cent from the first 1949 quarter. Expansions are near completion. o 
Railroads are cutting outlay by 40 per cent. Their business is off. ag 
Chances are, however, that business spending will pick up as the year goes coul 
on. Plant construction perhaps won't expand, but purchases of equipment are cove 
likely to increase. General experience is that business spending increases as stan 
consumer spending expands. And most signs point to larger consumer spending. to se 
Whe 
Interest pattern is approaching similarity for long and short-term issues. The 
Treasury got a 1.115 per cent rate on its latest 9l-day bill issue. The offer for the 
one-year certificates is 1.125 per cent. Bank-eligible bonds are above 105. dow: 
prop 
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We've Been Aslkeds 
ABOUT FHA BAN ON COVENANTS 


Anyone who may want to borrow in the 
future to build a house or an apartment 
building is directly concerned by changes 
now being made in borrowing rules. 

If borrowing is to be done through a 
mortgage guaranteed by the Government, 
the mortgage is to contain a_ written 
agreement not heretofore included. In 
this agreement the borrower will bind 
himself not to enter into a written cove- 
nant or any other written statement of 
intent not to sell or rent to any person 
because of race or color or creed. 

All FHA-insured mortgages in the 
future (after a date to be announced) 
are to contain this new clause. This also 
is true of future GI loans guaranteed by 
the Veterans’ Administration. It is true 
of insured loans for apartment construc- 
tion. It is not true, however, of loans 
and grants for public housing projects. 

The borrower, in effect, signs a con- 
tract that he will not agree in writing to 
restrict future sale or rental of his prop- 
erty on the basis of color, race or creed. 
Just what this means is a matter of con- 
cern to lenders and borrowers alike. 


Will borrowers have to agree in writ- 
ing to this new condition when 
they get an FHA-insured loan? 

Yes, they will. Each FHA mortgage-in- 

surance contract will contain this clause 

after the new rules go into effect, prob- 
ably by the end of next February. 


Does that limit the borrower's right 
to sell or to rent his property? 
FHA insists that it does not, in fact. FHA 
says that a borrower does not need to 
agree to sell or rent to any person who 
makes an offer or meets his terms. He 
merely agrees not to sign and record an 
agreement restricting his property, on the 
basis of color, race or creed, during the 
lifetime of an FHA or VA-backed mort- 

gage on the property. 


What if a Negro, for example, should 
make an offer to buy in a white 
neighborhood? Would the borrow- 
er be required to sell? 

Here, again, FHA says not. The new rules 
will not affect a borrower's own decision 
on whether to sell or not to sell. But he 
could not enter into a formal written 
covenant not to sell under the circum- 
stances. On the other hand, if he wanted 
to sell, he could do so. 


What, then, is aim of agreement? 

The purpose is to go one step further than 
the Government had gone in breaking 
down restrictions on sale and rental of 
properties to certain groups. The U. S. Su- 
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preme Court had ruled last year that such 
restrictive covenants limiting sale were 
not illegal in themselves, but could not be 
enforced in the courts. 


Didn't that decision end it all? 

No, Not by a long way. Many covenants 
remained, even though unenforceable in 
the courts. Banks and other lenders often 
would not make loans because there 
might be a cloud on the title if property 
were sold in violation of covenants, even 
though the covenants could not be en- 
forced in court. In one way or another, 
covenants have continued to be made 
since the Supreme Court decision. But 
a property owner is not bound, legally, 
by any racial covenant. Actually, he can 
sell to whomever he wishes, so long as 
necessary financing can be arranged. 


Does this new rule affect existing 
covenants? 

No. The new rule will apply only to prop- 
erties on which restrictive covenants are 
recorded after the effective date. FHA or 
VA-backed loans still can be obtained on 
property where covenants existed before 
that date. 


Are present loans affected? 

No. Outstanding FHA and VA-insured or 
guaranteed loans are not affected in any 
way by the new policy. That is, if these 
old loans are on property involving re- 
corded covenants, no action will be taken 
by FHA or VA. They do not violate the 
new regulations. 


What if the new rule is violated? 

If a borrower enters into a written cove- 
nant in violation of his agreement, then 
his loan may be in jeopardy. He might 
face a foreclosure of his mortgage. 


But who will enforce the new rule? 
The lender together with FHA or VA. 
Suppose, for example, that FHA receives 
a complaint that the holder of an in- 
sured-mortgage loan has violated the new 
rule on covenants. Then FHA might 
move in to investigate. If the complaint 
was upheld, the lender would be given 
the right, if he wanted, to declare the 
unpaid balance of the mortgage immedi- 
ately due and pavable. That could result 
in the borrower’s losing his loan and his 
property. This possibility is expected to 
bring wide compliance with the rule. 


Must segregation end in FHA-insured 
apartments? 

FHA says that owners of apartments still 

will be able to select their own tenants. 

No effort will be made, according to 











50 YOU THINK 
YOURE INSURED... 


‘Boss’ secretary, running errand for 
him in her car, skids into pedestrian. 
Boss has Automobile insurance on 
company-owned cars, but not Non- 
Ownership Liability protection. He 
thought he was insured. His loss— 
$8520.” 


Don’t Take a Loss 


29 different gaps in coverage can cost 
you money! Don’t risk a loss by thinking 
you’re fully insured. Anow you have full 
insurance protection. Be safe, not sorry. 


See your AMICO agent for all casualty, 
property insurance and bonds. AMICO 
is a strong legal reserve company paying 
dividends to policyholders. 


FREE 


Write for AMICO’S 
valuable new booklet, 
29Gapsin Your Bridge 
to Security, loday. It 
may save you money! 





pce ee ee a eee aia! 


AMERICAN Motorists INSURANCE COMPANY 
| 4760 Sheridan Road ] 
Chicago 40, Illinois 
| Please mail me my FREE copy of 29 Gaps in } 
i Your Bridge to Security. | 
NOME cacccdtigeincscdcennaveceneacnsius 
; AGGIE: 6 coc ccdesescecsosceccccacvseces I 
| CO ca esesees Sete: -_ RGbicicies I 
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THE GREAT MIDWEST 


Land of New Industrial Horizons... 


Tue MIDWEST, for genera- 

tions the No. 1 agricultural 

i ai region of America, is today 
F a fast-growing Industrial 
Empire, with opportunity for devel- 
opment as vast as the horizons 
of its fertile prairies. 


Four great states, Illinois, lowa, 
Minnesota and South Dakota, com- 
prising the heart of the Midwest, 
are served by 


The Minneapolis & St. Louis 
Railway 


They lead the nation in produc- 
tion of corn, oats, rye, hay, flax- 
seed, soybeans, hogs and poultry; 
and rank high in barley, wheat, 
sugar beets, dairy and beef cattle, 
pulpwood, coal, limestone and 
scores of other essential products. 
Minnesota alone mines three- 
fourths of America’s iron ore. 


Already, the Midwest's indus- 
trial progress has been tre- 


mendous. To new industries and 
to industries seeking to relocate 
or expand, it offers unexcelled ad- 
vantages in respect to: Climate; 
abundance of skilled labor; sup- 
plies of water, fuel, power and 
raw materials; plant sites in pro- 
gressive communities; easy access 
to consuming markets. 


For transportation of materials 
and finished products, the Mid- 
west has a network of Railroads, 
providing unsurpassed service 
with equipment and tracks as fine 
as any in the world; supplemented 
by modern highways, pipe lines 
and inland waterway barges. 


To manufacturers and distribu- 
tors, the M. & St. L., a vital 
unit in Midwest transportation, 
offers efficient freight service, 
complete in detail; and ad- 
vantageous plant locations in 
thriving communities 

on its lines. 


The Minneapolis & St. Louis Zactuay 


Fas eight Service via the Peoria Gateway 











We've Been Asked: 








FHA, to force apartment owners to rent 
to any particular group. 


Is public housing affected by the 
change in rules? 

No. Local authorities are given the right 
to say who can be tenants in a particular 
public-housing unit. Public-housing lay 
contains no provision that these projects 
must be open to all people, regardless of 
race, creed or color. Attempts to insert 
such a provision were defeated in Con- 
gress. But public-housing projects must 
not discriminate against any minority 
group, according to law, though segrega- 
tion is permitted. 


Is the new slum-clearance program 
affected? 

Yes, to some extent. FHA officials say 
that land cleared under the new program 
of federal aid for slum clearance cannot 
be placed under new restrictive cove- 
nants. But homes or apartments built on 
such cleared land can be operated so as 
to segregate some groups. That, again, 
is up to the owners or operators. Where 
old slums are replaced by public housing, 
it is up to local authorities to decide who 
shall occupy the new buildings. 


Will the new rule extend to all FHA 
loans? 

No. FHA still can make small loans for 

repairs and alterations on existing build- 

ings without regard to the new rule on 

covenants. 


Will it bring a drop in FHA loans? 
FHA officials say.not. They think the 
change in rules will have no far-reaching 
effect on their operations. Nor is any 
important drop in VA-guaranteed loans 
for veterans expected to result from the 
new policy of the Government. 

Just what effect, then, will the 

change have? 

Real estate people as well as FHA officials 
think that this new policy against cove- 
nants may have the effect of reducing 
covenants on future housing develop- 
ments. That’s because these developments 
will disqualify themselves for FHA or VA 
loans if written covenants are recorded 
in future deeds or leases. But, on the 
other hand, some segregation will con- 
tinue, even in new developments, through 
informal agreements, real estate credit 
and other methods. 


Can FHA take further steps against 
covenants? 

That question is undecided. Some per- 
sons say that FHA can go further in mak- 
ing rules to restrict its loans to prevent 
covenants. Others believe that Congress 
would have to act before FHA could do 
much in this direction. 
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CAPE TOWN....LONDON....COPENHAGEN.... 





>> Private capital is again scurrying out of Britain. Investment money seems 
to be looking for safer havens. 

Tip-off is the growing capital flow into South Africa. Most of it is Brit- 
ish. Movement has been concentrated in recent weeks--since devaluation. 

South African Government welcomes the new money. Capital needs are great. 
Gold mines are expanding production to take advantage of higher sterling price. 

South African position is stronger than it was earlier this year. Import 
controls are really biting in now. Foreign trade is getting close to balance 
again. There's even talk of letting up on import curbs. 

British capital is simply flowing where things look best within the ster- 











ling area. Exchange controls prevent free movement elsewhere. Flight of capital 
is just another indication of the uncertainties plaguing the British. Savings 
are being withdrawn. Prices of British Government bonds are weakening again. 


>> British pocketbooks soon are to find out what devaluation means..... 

Prices of British imports are jumping sharply. On average, they were up 9 
per cent in October. And undoubtedly they're up more since. 

Imported foods, tobacco, industrial materials, all are rising. 

It's when these higher prices filter through the economy that there will be 
rumbling. Filtering process will take a little time. 

Retail prices in Britain are up only fractionally since devaluation. 

Wholesale prices are showing rising tendencies--up 4 per cent in October. 














And more expensive imports show where things are headed next year. 


>> Serious part for Britain is this: 

Wages pretty much throughout the country now are tied to the cost-of-living 
index. At least that's true if most unions go along with the proposals of the 
Trades Union Congress. The TUC recently recommended that wages, by and large, 
be frozen unless the cost of living moves up 5 per cent. 

Seeds of even a greater price rise are sprouting now. 

Manufacturing costs, too, are to mount, aS raw-material prices rise. And, 





if wages have to go up later, so much the worse for costs. 
Next step is that price tags are marked up. That means more inflation at 
home and more trouble selling manufactured goods in export markets. 


>> Dollar earnings of the sterling area as a whole, though, depend a lot more 
on raw materials than on manufactured products. That's why what's been happen- 
ing to the colonial products is followed so closely in London. 


(over) 





57 





58 


BUSINESS AROUND THE WORLD-- (Continued) 


Dollar prices of sterling raw materials are the main thing to watch. If 
dollar prices are off since devaluation, the only chance to make as many dollars 
as before will come from a larger volume of sales. 

Among major commodities sold to North America, only one has a much higher 
dollar price than before devaluation. That's cocoa, price of which is affected 
by a short crop. Rubber, tin, jute, sisal, shellac, all are lower in price. 
Tea and wools generally are at about the same dollar level as before. 

To give you an idea of their relative importance as dollar earners: 

Rubber from Malaya and Ceylon earned 188 million dollars in 1948. 

Jute and burlap from India and Pakistan earned 176 million dollars. 

Wool from Australia, New Zealand, South Africa and Pakistan, 132 million. 

Cocoa from the Gold Coast and Nigeria, 108 million. 

Tin from Malaya, 68 million. 

Tea from India and Ceylon, 56 million. 

Such earnings will not be repeated this year. Prices now are much lower. 

Sales possibilities in the U.S. for individual commodities are constantly 
changing. High coffee prices give tea and cocoa a somewhat better chance. 
Cheaper natural rubber now has a chance to take away some markets from synthetic. 
Burlap, though, is losing ground to cotton and paper bagging. 

U.S. business climate is the main factor in sales prospects for raw 
materials. Favorable business outlook gives colonial producers hope. 























>> U.S. imports generally are already showing a strong pickup..... 
Shipments to the U.S. have risen steady since the year's low in July. 
October imports were 22 per cent larger than in July. 
Coffee, newSprint, crude oil, cattle, diamonds, wool, vegetable oils have 








been important elements in this rise. 

Though selling to the U.S. has been picking up, total dollar returns to 
exporting countries still lag behind 1948 levels. This is because both prices 
and physical volume are below a year ago. ; 

Stimulating effect of cheaper prices following devaluation had little 
chance to show up in October figures of U.S. imports. If this is to be 
noticeable, it will appear in later figures. 

Selling to the U.S. should prove easier now that American business is 
beginning to replenish inventories a bit, getting set for more good business. 








>> British proposal for freer trade and currency movements between themselves 


and Scandinavia merely meets a deadline. Economic Co-operation Administration 


asked for proposals for such regional groupings in Western Europe by December 
15. Actual British-Scandinavian trade bloc still looks a long way off. 


>> The Danes are feeling the weight of U.S. farm price supports..... 
Selling Danish butter in the U.S. is impossible, Danish dairymen find. 
Short-lived is their satisfaction over tariff concessions made last summer 
by the U.S. At that time the U.S. agreed to halve the duty on butter imports 
and to let certain quantities enter. Now the Department of Agriculture says no 
butter can be imported. Not while Government-held surpluses. are so big. 
Surpluses presumably will stay high while price supports stay high. 
The Danes find U.S. trade and farm policies clash. Butter could be their 
biggest dollar earner. Perhaps it can be--some day. But not now. 
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INDICATORS OF BUSINESS ACTIVITY 


The recovery in production and trade 
has made further progress, in spite 
of a decline in the export surplus 
and reduced expenditures of busi- 
ness for new plant and equipment. 

Steel operations were scheduled at 
91.7 per cent in the week ended 
December 10, highest since May. 

Factory output rose to 182.5 on the 
indicator below in the week ended 
December 3, compared with 181 in 
the previous week and an average 
of 184 in September, the last month 
before the steel strike began. 

Department-store sales rose to 298.3 
on the indicator as Christmas shop- 
pers spent more freely. That is up 
from 295 the previous week and 
only 257 early in November. 

Credit use shows that consumers are 
growing more confident of their jobs 
and of the stability of incomes and 
prices. Credit granted by merchants 
in October in making installment 
sales of goods other than autos was 
about 25 per cent greater than a 
year ago. During November, bank 
loans to consumers rose rapidly. 

Low inventories of steel and metal 
products, arising from the steel 
strike and strong consumer demand, 
are likely to stimulate inventory ac- 
cumulation of such goods, 

Household-appliance inventories at 
retail failed to rise during October, 
though a good seasonal rise usually 
takes place in that period. In Octo- 
ber the steel strike cut factory ship- 
ments of electric refrigerators 18 
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per cent below September. Ship- 
ments of electric ranges fell 20 per 
cent and washing machine ship- 
ments fell 6 per cent. 

Possible price increases for steel are 
tempting manufacturers to build up 
inventories of the metal, wherever 
possible. Distributors of metal 
products, in turn, are encouraged 
to add to their stocks. 

Employment outside of agriculture 
rose to 51,640,000 in November, up 
350,000 from October to the best 
level this year. The rise reflects the 
autumn recovery of business and 





the return of striking workers to 
their jobs. 

All soft spots in business activity, 
however, have not disappeared. 
Exports, shown in the top chart, sank 
to a rate of 10 billion dollars per 
year in October, the first full month 
after the devaluation of foreign 
currencies. It was the lowest since 
just after the war, except for No- 
vember, 1948, when a_ shipping 

strike cut the total. 

Imports rose to a rate of 6.7 billion 
dollars per year, 23 per cent above 
July. Customs collections point to 
another rise in November. 

The export surplus has been pinched 
by the drop in exports and rise in 
imports. The surplus is likely to be 
well maintained in the first half of 
1950, but will decline later if funds 
for European recovery are reduced 
by Congress, as expected. 

Plant and equipment spending by 
business is continuing the slow de- 
cline that started early this year. 
Expenditures planned for the first 
quarter of 1950 are 14 per cent be- 
low the first quarter of 1949, the 
same percentage decline as occurred 
in the second half of 1949 from the 
corresponding period of 1948. 

The decline in exports and in spend- 
ing for plant and equipment are 
gradual and fairly small. Their ef- 
fect just now is to help curb infla- 
tionary pressures that might other- 
wise spring up during the present 
business recovery. 
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Whispers 


Air Force Fear of Coastal Attacks . . . Marriner Eccles 
On Way Out? .. . Tito in Line for a World Bank Loan 


At the time some self-styled spy hunt- 
ers were tearing radar and other 
things out of planes headed for Rus- 
sia in 1943 and 1944, U.S. military 
officials actually were trying to rush 
latest secret equipment to Russia to 
help her armies defeat Germans. Rus- 
sia at that time, holding down at least 
4 million German troops, was given 
almost anything she asked for, and in 
a hurry. 


Ck oo 


Top United States military command- 
ers were so anxious to save | million 
American lives that they thought 
would be lost in an invasion of Japan 
that, as late as February, 1945, they 
urged President Franklin D. Roose- 
velt to pay a high price in concessions 
of all kinds to get Russia into the war 
against Japan. 


x kk 


The White House is aware of a grow- 
ing view in Congress that this country 
should put more emphasis upon de- 
velopment of resources in the West 
and in Alaska and not so much on de- 
velopment of the outside world. Inside 
squabbles that led to the resignation 
of J. A. Krug as Interior Secretary 
related to this issue, which is to crop 
out in the 1950 campaigns. 


xk k 


American Air Force officials are back 
of the growing effort to get war in- 
dustries moved back from coastal 
areas into the interior. Although in- 
clined to belittle the Navy, Air Force 
generals aren’t quite sure how they 
are to counter from the skies the 
ability of Russian submarines to lob 
rockets, which later may have atomic 
war heads, 200 miles into the United 
States. 


Kk *k * 


Russia’s new submarine base on the 
Adriatic Sea, in Albania, is getting 
special attention from U.S. and the 
British, who wouldn’t be surprised to 
see trouble in that country aimed at 
taking control away from the present 
dictator, who does the bidding of 
Moscow. 
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Gen. Douglas MacArthur, Supreme 
Commander in Japan, isn’t to get the 
job as director of U.S. policy in all 
of the Far East, as some now suggest. 
Dean Acheson, Secretary of State, 
will continue to direct U.S. policy for 
the President both in the Pacific and 
in the Atlantic. 


* ok * 


Yugoslavia’s Marshal Tito is down 
for a sizable loan from the World 
Bank early in 1950. Officials consider 
the Yugoslav leader a good risk in his 
struggle to hold out against Russian 
efforts to get him out of his job. 


xk & 


Loans that had been shaping up for 
Colombia in South America are to be 
held up until the political air clears in 
that country. 


x * * 


Draft Act, still on the books, is to be 
permitted to die when its time is up 
June 24, 1950. Military is not to make 
much of a fight to keep its right to 
draft youths into service. 


x © 


Louis Johnson, Secretary of Defense, 
is claiming credit for a 1.5-billion- 
dollar cut in budgeted spending on 
the military in this fiscal year that 
ends June 30. Mr. Johnson appears to 
be taking credit for defeat of universal 
military training, which Mr. Truman 
urged, accounting for about half of 
the budget saving, and to be taking 
credit for other programs that Con- 
Sress trimmed down. 


xk *& 


A hint is heard at the White House 
that civilian officials of the national 
defense organization are planning to 
incorporate a mutual-admiration so- 
ciety. It is noted that these officials 
take time out in numerous public 
speeches to compliment one another 
for the good job they’re doing. 


x *k* * 


Charles Brannan, Secretary of Agri- 
culture, is breaking precedent by tell- 
ing farmers that their prices are too 


high, if the things they produce are 
all to be sold. It once would have 
been political poison to talk in that 
fashion, but Secretary Brannan ap. 
peases farm voters by advocating 
that they take lower prices and let 
Government then bolster their in. 
comes with checks. 


xk & 


President Truman is coming around 
to the view that it will be Dwight 
Eisenhower and not Senator Robert 
Taft, of Ohio, who will be the op. 
ponent he has to beat in 1952, even 
if Senator Taft does win re-election 
in 1950. 


x kk 


Marriner Eccles, Reserve Board 
member and former Chairman, once 
more is down on the slate of officials 
scheduled to resign before many 
months. Mr. Eccles, who differs with 
John Snyder, Treasury Secretary, on 
money policy, has been slated to step 
out many times before but has dis- 
appointed those who wanted to speed § 
his departure. 


kkk 


Charles Sawyer, Commerce Secretary, 
has nothing to promise businessmen 
in the way of easier enforcement of 
antitrust laws. Mr. Sawyer, like those 
in his job for the last 30 years, wants 
to be able to tell business what it can 
and cannot do under antitrust laws, 
but, like the others, he is to discover 
that only the courts can answer that 
question. 


kkk 


British planners want Paul Hoffman, 
Marshall Plan Administrator, and 
other United States officials to give 
them a guarantee that U.S. will not 
run into serious economic trouble 
before they give up their plans to 
try to insulate Britain from some of 
the effects of trouble in U.S. and 
on the continent of Europe. The 
British wonder how the United States 
can push other countries into eco- 
nomic planning when the United 
States has no particular plan of its 
own for the future. 
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GIFTS of GOOD TASTE 


at no extra charge 


xx 


ute ‘The perfect idea for people who 
SPARKLING DECANTER gq @™) Allies like to give something different to 
z 4 a eee | people who like to receive some- 
The ideal gift for the man eae, thing different. Gay, smart, 
who is proud of his hospi- ; ®  timely—it holds 4/5 Quart. 
tality—proud of the quality ; soe 
of his drinks. Something 
special for that Someone 


special. Holds 4/5 Quart. g “4 E 
. —e . - igs 
\Y NEW 2-BOTTLE PACKAGE \ 


Holds two bottles of Kentucky 
Tavern, and everyone’s interest. 
Comes with space for your name 


4 or greeting. Holds two 4/5 Quarts. # 


Glenmore’s Kentucky Tavern is the only 2 


Bottled-in-Bond that has always been made by 





the same family in the same distillery for three 
generations ...and the Glenmore distillery has 
made more Kentucky Bourbon than any other 
distillery. This unmatched experience assures 
you uniform high quality. 

rn ee ees 


Designed by Glenmore Distilleries Company, Louisville, Kentucky 
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